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MILITARY AIR TRANSPORTATION 


(Executive Action in Response to Committee Recommendations) 


MONDAY, MAY 11, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Minirary OprRATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:05 a.m., in room 
1501-B, New House Office Building, Hon. Chet Holifield (chairman 
of the subcommittee), presiding. 

Present: Representatives Holifield, Riehlman, and Holt. 

Also present: Herbert Roback, staff administrator; Earl Morgan, 
chief investigator; and Paul Ridgely and Robert McElroy of the 
subcommittee staff. 

Mr. Houir1teLtp. The subcommittee will be in order. 

The Military Operations Subcommittee held hearings on military 
air transportation and related civilian matters in January and Febru- 
ary 1958. ‘Those hearings are printed and available to interested 
parties. Subsequent to the hearings, the subcommittee submitted 
its report entitled ‘Military Air Transportation,” being House Re- 
port No. 2011, 85th Congress, 2d session, and presented to the Speaker 
under date of June 26, 1958. This report, | may note, was unani- 
mously approved by the full Committee on Government Operations, 

It is the custom of the subcommittee, in connection with reports 
which have substantial public interest and important recommenda- 
tions, to formally transmit copies of its report to the interested agencies 
and to request their official comments. House Report No. 2011 was 
submitted to the following agencies: Department of Defense, Depart- 
ment of Commerce, Civil Aeronautics Board, the Executive Office of 
the President, Federal Civil Defense Administration, and General 
Accounting Office. 

All letters with accompanying reports were submitted under dates 
of June 27 and 30, 1958. The Department of Defense reply, under the 
signature of Deputy Assistant Secretary of Defense, C. P. Milne, was 
sent to the subcommittee on December 31, 1958, approximately 5 
months after the Department of Defense received the report. Since 
the reply indicated that various matters treated in the report were 
still under study and not yet resolved, the subcommittee determined 
to hold this followup hearing so that the members can freely question 
the Government witnesses and ascertain the official positions on the 
subcommittee’s report. We will ask the witnesses to direct their 
remarks to the recommendations in the report with the understanding 
that other matters of interest may be brought up, and the sub- 
committee wants to be informed of all important developments since 
the report was issued. 
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The witnesses scheduled for appearance are as follows: 

Hon. Perkins McGuire, Assistant Secretary of Defense for Supply 
and Logistics; accompanied by Hon. Philip B. Taylor, Assistant See. 
retary of the Air Force, Materiel; Maj. Gen. I. Sewell Morris, Exeey. 
tive Director, Military Traffic Management Agency. 

After Department of Defense witnesses we will hear from other 
executive agencies; namely, Federal Aviation Agency, Office of Ciyj] 
and Defense Mobilization, Civil Aeronautics Board, and Genera] 
Accounting Office. 

Mr. Secretary, [ see you have a prepared statement. You may 
proceed, if you will. 


STATEMENT OF HON. PERKINS McGUIRE, ASSISTANT SECRETARY 
OF DEFENSE (SUPPLY AND LOGISTICS) 


Mr. McGuire. Mr. Chairman and members of this subcommittee, 
I appreciate the opportunity of appearing before this committee. 

Before reviewing the recommendations which your committee made 
in its report of last June, I would like to summarize briefly the basis 
of our present policies as to the Military Air Transport Service 
(MATS) and also mention one or two other items of particular interest, 
I feel that this is necessary in order to bring into proper focus our cur- 
rent position as to the committee’s recommendations. 

Defense policy with regard to MATS is grounded on the following 
propositions: 

1. There is a clear military requirement for MATS. 

2. Approved military requirements are the basis for determining 
the size, composition, and peacetime use of MATS. We must be 
ready to meet both those requirements that are compressed into the 
first few days following D-day as well as the continuing need for 
sustained airlift support in the following days of a general war. In 
addition, we must be prepared to meet the requirements for airlift 
in a limited war and in the emergencies and crises of a cold war. 

3. MATS must operate during peacetime, moving both people and 
cargo, if it is to be ready to fulfill its wartime mission effectively. 

4. The Defense Department should make maximum practicable 
economic use of the military airlift necessarily generated in providing 
for wartime readiness. 

5. There is a clear military requirement for commercial augmenta- 
tion of MATS. 

6. Commercial augmentation of MATS should not duplicate mili- 
tary airlift necessarily generated to maintain readiness for wartime 
missions. 

The Defense Department has a definite interest in the existence of 
a healthy, responsive civil airlift capability. To this end MATS 
should supplement military lift with civil lift as permitted by readiness 
requirements. The controversial point is how much of the peacetime 
load shall MATS handle with its own equipment. Our feeling is that 
MATS should not seek maximum utilization of military airlift in 
peacetime. 

Our requirements studies indicate that the lift capability of the 

resently approved MATS fleet, when supplemented by the Civil 
Ruser¢e Air Fleet, is about right for the immediate future, and we have 
taken action to insure that the present capability will not be expanded 
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unless upward revision in wartime military airlift requirements dictate 
otherwise. 

We recognize the need, and are taking steps to modernize MATS. 
MATS will continue to supplement its capacity with very substantial 
urchases of commercial airlift. We have every reason to believe 
that efficient and practical use of airlift by all three services will 
continue to grow. 

As a long-range objective, subject to the availability of modern, 
economical long-range commercial cargo aircraft, civil cargo airlift 
will be contracted for in peacetime to support to a substantial degree 
oversea logistic supply. ‘This is a new policy and is in the direction 
that many have recommended. Its effects cannot be specifically 
determined at this time, but they should be material. Mr. Taylor, 
who is here with me, will later amplify this. 

We are encouraged by some of the proposals for the development 
of cargo aircraft and expansion of the air cargo industry that we have 
heard about. The Department of Defense has an interest in the 
development of modern cargo aircraft whose availability would 
provide more means of meeting some of our requirements for logistic 
airlift through use of the civil fleet at reduced cost. As is true in all 
aspects of the partnership between MATS and the civil air carrier 
industry, a mutually advantageous program of development requires 
wholehearted positive action by the industry. The responsibility 
for the development of civil air cargo capability cannot rest on De- 
fense alone. Within the limits imposed by our military missions and 
in keeping with our contracting for civil lift, we are prepared to assist 
wherever we can, but the carriers themselves must vigorously support 
the development of modern aircraft. 

I would like now to turn to the recommendations set forth in your 
committee’s report of last June. I will treat those which seem to 
us to evoke the greatest interest. However, between Secretary 
Taylor and myself, we are prepared to discuss any of the others, 

Recommendation: The Department of the Air Force should take 
vigorous steps to modernize the Military Air Transport Service fleet 
by weeding out obsolete planes, sponsoring new developments and 
techniques in air transportation, and by acquiring new, large, long- 
range aircraft of the most modern types as a nucleus for defense 
capability. 

Comment: In answering the committee’s recommendation, we 
informed the committee on December 31, 1958, as follows: 

The DOD concurs in principle with the recommendation. {[n fact there are 
plans for modernizing the MATS fleet. C—54-type aircraft have been phased out 
of MATS and plans are underway to phase out the C—-97’s. These phaseouts are 
made possible by the introduction of C-133-type aircraft. While it is desirable 
from a strictly air transport point of view to modernize the MATS fleet completely, 
nilitary and other considerations require a proper balance in all military programs 


and preclude undertaking a transport aircraft modernization program independent 
of other military programs. 

The Secretary of Defense plans to review annually the airlift programs of the 
entire Department of Defense, including programs for fleet modernization. It 
will be the objective of the Secretary of Defense to assure the maintenance and 
operation of a military fleet of transport aircraft adequate to meet those require- 
ments which can best be satisfied by the use of military operated and controlled 
aircraft. 

The Department of Defense will continue its efforts to improve military air 
transportation techniques, procedures, and equipment. To the extent that it is 
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feasible and proper, civil aviation can continue to look for Department of Defense 
support and assistance 

Consistent with this position, we are working with the Federa] 
Aviation Agency on that Agency’s program for the development of 
modern cargo planes. 

Secretary Taylor is prepared to discuss the steps that are bein 
taken to modernize MATS as well as the current status of the C-133 
program. 

Recommendation: The applicable military directives and regula- 
tions should be redrafted_to eliminate the preferential position of the 
Military Air Transport Service in peacetime military airlift and to 
establish, consistent with other recommendations in this report, a 
full partnership role for civil carriers in moving peacetime military 
traffic and in contributing to a war readiness through the civil reserve 
air fleet. 

Comment: The Department of Defense does not believe that 
substantial changes are required i in the present policies which provide 
for the full use of airlift capac ity gene rated by MATS through essen- 
tial training. The peacetime operation of MATS is directed toward 
the training of aircrews and support personnel and the exercise of an 
air transportation system and designed to maintain a state of readiness 
that will satisfy the emergency or wartime requirements on a timely 
basis. We feel that airlift generated as a result of this training and 
exercise should be used prudently. It is our intent, consistent with 
efficient operation of military resources, to improve the present 
partnership role with civil carriers in moving peacetime traffic, and 
to contribute to improved war readiness by working closely with 
those carriers participating in the civil reserve air fleet. 

We think our policies in this regard are sound. The problem here 
is one of interpretation. We believe that our policies regarding 
MATS are being pointed in the right direction as indicated by the 
following: 

(a) The fact that 90 percent of MATS commercial augmentation 
dollars are going to CRAF operators during fiscal year 1959. This is 
in addition to several millions of defense dollars that went to CRAF 
carriers for other airlift services such as the movement of military mail 
and common carriage traffic. 

(b) The added emphasis on cargo lift which I have previously 
mentioned. 

(c) Recent negotiations with CRAF carriers to iron out problems 
connected with the CRAF program. 

(d) Recent action to limit the size of the MATS fleet and a reduc- 
tion of the MATS flying hours objective. 

Secretary Taylor is prepared to discuss these points in further detail 
as they are in the oper ating field. 

Recommendation: The civil reserve air fleet should be expanded 
and more closely integrated with military airlift missions. It 1s espe- 
cially important that the Air Force encourage the civil air carriers 
to procure more modern cargo aircraft for the civil reserve air fleet, 
by allocating to these civil carriers a larger share of the cargo traffic 
of the Militar y Air Transport Service. Such action would more 
adequately provide the incentive necessary to overcome the dangerous 
risk inherent in the deficit that now exists in meeting overall wartime 
requirements for cargo airlift. 
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Comment: Since we made our comments on this recommendation 
last December, we have taken what I regard as the basic step in this 
direction by assuring that the present MATS capability will be used 
at no higher level than it is at present. The next step must be the 
creation of a modern commercial cargo fleet. Within the limits of our 
budgets and the economical use of MATS capability, we are prepared 
to assist aS we can. To the extent subsidy or other financial assistance 
may be required, it should, as a matter of sound policy, come from and 
be administered outside of the Department of Defense. 

In augmenting MATS capability with commercial airlift, 1 should 

oint out that we are using competitive bidding. We are not limiting 
bidders to CRAF operators and equipment; however, as I mentioned 
earlier, CRAF carriers are receiving 90 percent of MATS airlift 
augmentation business. : 

Recommendation: The Joint Chiefs of Staff should reexamine 
their criteria and requirements for heavy cargo airlift in the interest 
of qualifying more civil aircraft for membership in the reserve fleet. 

Comment: While a study was initiated to determine the extent 
and character of the so-called heavy cargo airlift requirements, it 
would be a mistake to assume that as a result of such a study more 
aircraft would automatically be qualified for the fleet. The fact is 
that all of the cargo aircraft in the commercial fleet which are capable 
of transocean flight are currently in the CRAF program. There are, 
even with all the suitable cargo aircraft included, substantial deficits 
in commercial air cargo capability to meet wartime requirements. 
As the civil capacity is expanded and modernized with long-range 
aircraft capable of carrying military cargo efficiently, this situation 
can be changed. 

Recommendation: The Air Force should establish for the Military 
Air Transport Service a transportation advisory committee broadly 
representative of the civil air industry and organized so as to provide 
for periodic and special consultation. 

Comment: Our position with respect to this recommendation has 
not changed. I would like to reemphasize, however, the fact that we 
believe there should be a free exchange of views between the Depart- 
ment of Defense and the air carriers, and that consultation on matters 
of mutual interest is desirable. We are proceeding accordingly. The 
industry was called in for discussions at the time we embarked on the 
study of MATS. Also, I am informed that the program of the com- 
mander, MATS, of calling in the leaders of the air transportation 
industry for briefings on MATS operations had been well received. 

Recommendation: The Civil Aeronautics Board’s proposal for a 
joint military-civil working group to review continuously and establish 
the basis for planning the optimum use of civil carriers by the Depart- 
ment of Defense should be adopted. The joint working group should 
be staffed by high-level personnel and should receive the active support 
of the sponsoring agencies. The group should consider recommenda- 
tions made in this report and advise the subcommittee by the end of 
this calendar year as to the extent of progress made. 

Comment: The Department of Defense provided membership on 
the CAB—DOD working group referred to in this recommendation as 
well as on a special working group separately constituted to study the 
single question of the best method of procuring MATS commercial 
augmentation airlift. The first group established means for the 
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exchange of information which we feel has been helpful in under. 
standing the problem. Its activities were temporarily suspended 
with the establishment of the second group. The second group was 
unable to agree on a mutually acceptable method of procurement 
As a result, the Board issued a proposed statement of policy relative 
to rates for military traffic, which, if adopted, would establish minj- 
mum rates for military, individual and planeload passenger traffic to 
be voluntarily adhered to by the Department of Defense in its pro- 
curement of MATS augmentation lift. We felt that we could not 
agree to a policy such as the Board was advocating which the Board, 
as indicated in its proposal, could not by itself legally establish or ep. 
force. We did indicate, however, an interest in the proposal relating 
to individual travel. We see in it possible advantages both to carriers 
and ourselves and would hope that the Board will permit interested 
carriers to submit specific proposals which will enable us to make g 
full evaluation of the potential advantages from greater use of com- 
mercial air carrier services on an individually ticketed basis. 

Recommendation: The Secretary of Defense should give consider. 
ation to reorganizing the management and operating functions of the 
various military agencies in the transportation field, so that traffic 
management for all forms of transportation, domestic and inter- 
national, would be lodged in a single agency and operating functions 
under central traffic management would be better integrated. 

Comment: In our answer to this we stated: 

The objective of the organization of transportation management and operations 
within the DOD is to assure the required degree of responsiveness of available 
transportation resources to meet approved military requirements under all con- 
ditions. We are not satisfied that reorganizing the various military agencies in 
the transportation field so that traffic management worldwide is lodged in a single 
agency as suggested by the recommendation is necessary or desirable at this time, 
In order to assure the successful implementation of approved emergency plans, 
it is necessary that certain controls over transportation resources available to the 
DOD be exercised by the Joint Chiefs of Staff. Any centralization of transpor- 
tation management that would deprive the Joint Chiefs of Staff of these controls 
would be unacceptable. 

This does not mean, however, that we are entirely satisfied or that no changes 
to the various military agencies engaged in transportation will be effected in the 
future. We are continually seeking ways and means of improving our present 
organization. In this regard, the Secretary of Defense, by memorandum dated 
October 7, 1957, to the military departments, directed that a critical appraisal 
be made of the progress which has been attained in the integration of the supply 
and logistics system. Included in this review, was an examination of the effeec- 
tiveness of the performance of the three transportation single managers—-MTMA, 
MSTS, and MATS—and terminal activities to determine whether (1) present 
methods of performance are the most effective to support current military opera- 
tions and will be responsive to long-range or emergency military requirements, 
and (2) organization and management techniques employed are geared to obtain 
economical and efficient utilization of transportation resources. 

After evaluation of the reports and comments received thereon, the Department 
of Defense should be in a better position to determine whether a reorganization 
of management and operating functions of the various military transportation 
agencies so that traffic management for all forms of transportation as lodged in 
a single agency would achieve beneficial results. 


The transportation phase of these studies which is a tri-service 
effort was initiated in the late spring of 1958. The field survey aspects 
of it have been completed as well as the review of the field findings. 
Currently these are being evaluated as to their practicality, and the 
next step will be to submit them to a review group, first, to determine 
if they are workable; and second, to develop ways and means in which 
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they can be accomplished where they are found to be necessary and 
workable. You can well appreciate that this is a substantial job. 
The final changes that will take place within the Department of De- 
fense transportation organization as the result of these studies are 
ynknown at this time. 

In addition, the effects of the recent reorganization of the Depart- 
ment of Defense must be evaluated before any final decision can be 
made. I believe, however, that the study so far indicates that it is 
not desirable to have a unified transportation operation, but that it 
will result in some very worthwhile improvements in the current 
operations. Our final report will provide specific information as to 
action which has been taken and additional action which is recom- 
mended to further strengthen our transportation system. 


CONSOLIDATION OF MILITARY AIRLIFT 


The establishment of MATS as the Single Manager Operating 
Agency for Airlift Service was the first major step toward consolida- 
tion of airlift within the Department of Defense since Secretary For- 
restal directed the merger of the Air Force’s Air Transport Command 
and the Navy’s Naval Air Transport Service. 

At the time MATS was established under the single manager con- 
cept, it was planned that considerably more aircraft than are now 
assigned to MATS would be transferred to it. However, the number 
of aircraft was reduced just prior to release of the directive because 
of the concern that the Agency was unable to integrate the planned 
total number of aircraft into its operation at one time. We have 
deferred further action in this regard to enable us to gather more 
experience in operating under the industrial fund. This subject, 
however, will be considered in our annual review of aircraft operation 
outside of MATS. 


EFFECT OF ALASKA AND HAWAII STATESHOOD 


The fact that Alaska and Hawaii became States has not caused 
any changes in our transportation policies and programs to date. 
We are, however, taking a look at the situation to determine if any 
changes would be appropriate. At present, there is no apparent rea- 
son for changing our policies, as our military command structure has 
not changed as a result of statehood of Alaska and Hawaii, nor have 
our transportation problems and requirements. When DOD Direc- 
tive 4500.9, which pertains to travel within the United States, was 
written, we were thinking in terms of 48 and not 50 States. We will 
clear this point in our directives. 

In summary, we must be constantly able to respond rapidly to any 
kind of emergency and be assured of the continuity of the overseas 
air logistics pipeline at all times. This assurance of quick response and 
reliability requires not only that the MATS nucleus fleet be of such 
size and such level of operation that it can move instantly and in 
force to trouble spots, but that the MATS nucleus fleet be supported 
by a well-equipped commercial air fleet which is encouraged and 
strengthened and exercised in peacetime to the pot where it becomes 
a strong and fully reliable partner in the defense effort. This places 
obligations on us in the Department of Defense and on the air trans- 
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port industry as well. It obligates us to modernize the MATS nucleys 
fleet, exercise it vigorously, and make the air transport industry a ful] 
partner, knowledgeable as to our plans and confident as to our require. 
ments. It obligates the air transport industry to equip itself with 
modern aircraft and insure the Department of Defense of service 
which is always available and reliable, and rates which are reasonable 
and predictable, in crises as well as in periods of normal traffic. 

Mr. Hourrretp. Thank you, Mr. Secretary. You commented on 
the letter of December 1958. We will insert that at this point jn 
the record. 

(The letter is as follows:) 


AssISTANT SECRETARY OF DEFENSE (SuprpLty AND Loatstics), 
Washington, D.C., December 31, 1968. 
Hon. Cuet Ho.irte.p, 
Chairman, Military Operations, 
Subcommittee of the Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuarrMan: This is further to our letter of October 10, 1958, regard- 
ing the report, ‘“‘Military Air Transportation,’’ by the Military Operations Sub- 
committee of the Committee on Government Operations, House of Representa- 
tives (House Rept. 2011, 85th Cong., 2d sess.). 

Enclosed is this Department’s position with respect to each of the recommenda- 
tions contained in the above-mentioned report. ‘The views expressed represent 
those currently held within the Department of Defense. However, as we pointed 
out in previous correspondence, we are engaged in a very extensive study of the 
Military Air Transport Service. It is entirely possible that as a result of this 
study there may be some changes in our present views. If this should be the 
case, we will be happy to advise you accordingly. 

We are appreciative of the opportunity to comment on the recommendations 
of your subcommittee. If there is further information you would like, please do 
not hesitate to call on us. 

Sincerely yours, 
C. P. MILng, 
Deputy Assistant Secretary of Defense 
(Supply and Logistics). 
RECOMMENDATIONS 


RECOMMENDATION NO. 1 


The Department of the Air Force should take vigorous steps to modernize the 
Military Air Transport Service fleet by weeding out obsolete planes, sponsoring 
new developments and techniques in air transportation, and by acquiring new, 
large, long-range aircraft of the most modern types as a nucleus for defense 
capability. 


Comments 


The DOD concurs in principle with the recommendation. In fact there are 
plans for modernizing the MATS fleet. The C—54 type aircraft have been phased 
out of MATS and plans are underway to phase out the C—97’s. These phaseouts 
are made possible by the introduction of C-133 type aircraft. While it is desirable 
from a strictly air transport point of view to completely modernize the MATS 
fleet, military and other considerations require a proper balance in all military 

rograms and preclude undertaking a transport aircraft modernization program 
independent of other military programs. 

The Secretary of Defense plans to review annually the airlift programs of the 
entire Department of Defense, including programs for fleet modernization. It 
will be the objective of the Secretary of Defense to assure the maintenance and 
operation of a military fleet of transport aircraft adequate to meet those require- 
ments which can best be satisfied by the use of military operated and controlled 
aircraft. 

The DOD will continue its efforts to improve military air transportation tech- 
niques, procedures, and equipment. To the extent that it is feasible and proper, 
civil aviation can continue to look for DOD support and assistance. 
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RECOMMENDATION NO. 2 


The Military Air Transport Service should concentrate on outsize and special- 
cargo traffic and technical missions, leaving to the civil air carriers the primary 
responsibility for the transportation of passengers and the more conventional 
kinds of military cargo. 


Comments 


The DOD concurs in this recommendation in principle subject to the qualifica- 
tion that tasks which civil air carriers are called upon to perform for the military 
in peacetime be those which it is reasonable to expect that they will be capable 
of performing in wartime or other emergency, and provided further that the use 
of civil air carriers does not result in the uneconomic utilization of airlift neces- 
sarily generated in maintaining a ready D-day military air transport force. 

Except for certain special mission requirements, it is intended that the MATS 
fleet be comprised of aircraft designed primarily for the carriage of cargo, but 
having the capability of being readily converted to troop carriage when required. 
Such a convertible characteristic is necessary to provide the required degree 
of flexibility. This characteristic is not widely found in the civil industry, but 
to the extent it can be encouraged, DOD procurement of commercial airlift 
service will have the objective of providing incentives to the industry. 

The present deficiency in commercial international air cargo capability both 
qualitative and quantitative has forced the DOD to plan to utilize the MATS 
fleet in wartime primarily as a cargo carrier with the personnel airlift being 
assigned as a principal function of the CRAF. 


RECOMMENDATION NO. 3 


The applicable military directives and regulations should be redrafted to elim- 
inate the preferential position of the Military Air Transport Service in peacetime 
military airlift and to establish, consistent with other recommendations in this 
report, a full partnership role for civil carriers in moving peacetime military traffic 
and in contributing to war readiness through the Civil Reserve Air Fleet. 


Comments 


The DOD does not believe that substantial changes are required to the present 
policies which provide for the full use of airlift capacity generated by MATS 
through essential training. The peacetime operation of MATS is directed toward 
the training of air crews and support personnel and the exercise of an air transpor- 
tation system designed to maintain a state of readiness that will satisfy the emer- 
gency or wartime requirements on a timely basis. It is our intent, consistent with 
efficient operation of military resources, to improve the present partnership role 
with civil carriers in moving peacetime traffic, and to contribute to improved war 
readiness by giving preference to those carriers participating in the CRAF over 
other civil aircraft. 

RECOMMENDATION NO. 4 


In the event the applicable military directives and regulations are not redrafted 
to eliminate the preferential position of the Military Air Transport Service and an 
effective program is not developed for expanding the use of commercial air serv- 
ices, the Congress should adopt appropriate legislation to achieve these objectives, 
Comments 


The DOD believes that the objectives of the Congress in this regard ean be 
achieved without legislation. As evidenced by the steps taken during this fiscal 
year to cover the major portion of MATS commercial augmentation with firm 
12-month contracts and the projected increase in expenditure for commercial 
airlift services, the DOD is conscientiously striving to develop effective programs 
for the use of commercial air services both domestic and international. It is our 
view the actions that have already been taken will have the effect of strengthening 
air transportation in general. 

Our programs in this regard are not static. We are currently making a most 
comprehensive study of airlift within the Department and to the extent changes 
in our policies are justified in the national interest, the DOD will effect such 
changes. 
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RECOMMENDATION NO. 5 


The Civil Reserve Air Fleet should be expanded and more closely integrated 
with military airlift missions. It is especially important that the Air Force 
encourage the civil air carriers to procure more modern cargo aircraft for the 
Civil Reserve Air Fleet, by allocating to these civil carriers a larger share of the 
cargo traffic of the Military Air Transport Service. Such action would more 
adequately provide the incentive necessary to overcome the dangerous risk 
inherent in the deficit that now exists in meeting overall wartime requirements 
for cargo airlift. 


Comments 


The DOD would agree that the CRAF should be expanded as a long-range 
objective, particularly in the cargo area. However, such an expansion should 
not be at the expense of required military airlift capability, nor should it be 
subsidized by the DOD. 

Expansion in the CRAF should find its way through the economic development 
of commercial traffic, particularly cargo, and sound DOD programs for the pro- 
curement of commercial airlift services. Should there be a requirement to 
develop increased commercial capability over and above this, the Government 
should establish specific, separately funded programs to effectuate the increase. 
There is no assurance that cargo traffic diverted from military to commercial 
aircraft would result in a net increase in total national air cargo capability, nor 
is there any assurance that such a diversion would result in the procurement of 
new cargo aircraft of the type considered necessary to permit real growth of the 
air cargo industry. 

As pointed out in our comments on recommendation No. 3, it will be our policy 
to give preference to CRAF carriers in buying commercial airlift augmentation for 
MATS. This will make it possible to more closely integrate commercial carrier 
operations which support MATS with the appropriate military airlift mission on 
a realistic basis. 

RECOMMENDATION NO. 6 


The planning basis for civil fleet readiness, now set at 48 hours, should be 
changed to provide for the more prompt use of civil carriers in emergencies, such 
plans to be tested by realistic exercises. 

Comments 

There is nothing in the current plans to preclude the use of the Civil Reserve 
Air Fleet (CRAF) in less than 48 hours after an emergency. The 48-hour period 
represents the upper rather than the lower limit of time in which the CRAF fleet 
begins to agument MATS. Further, it is a planning factor and subject to adjust- 
ment as required and appropriate. In fact, the use of aircraft from the CRAF 
fleet will undoubtedly be made as quickly as they become available to the military. 

With respect to testing CRAF plans by realistic exercises, the DOD would 
point out that CRAF under present planning is to be activated in the event of 
national emergency, obviously we cannot conduct tests under these conditions, 
and simulated conditions at best would lack the realism necessary for a true test. 
It is our feeling that actual experience in moving military in peacetime over the 
possible wartime routes would be more beneficial. Our procurement of com- 
mercial airlift augmentation during this fiscal year is aimed at orienting as many 
ca.riers as is practicable toward a possible wartime employment. 

While we feel that actual tests of the CRAF which would involve unacceptable 
disruption to normal commerce are not practicable, the DOD believes that simu- 
lated exercises in connection with government wide emergency exercises would 
be of value and should be encouraged. 


RECOMMENDATION NO. 7 


The Joint Chiefs of Staff should reexamine their criteria and requirements for 
heavy-cargo airlift in the interest of qualifying more civil aircraft for membership 
in the reserve fleet. 

Comments 


A study has been initiated to determine the extent and character of the so- 
called heavy-cargo airlift requirement. The results of this study should provide 
a basis for developing a program for the effective and efficient wartime use of 
available military and civil air cargo capability. 
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RECOMMENDATION NO. 8 


The Air Force should proceed promptly to complete the purchasing and place- 
ment of emergency equipment and spare parts for reserve fleet aircraft. 


Comments 
The Air Force has been directed to complete action of their approved programs 
for the purchasing and placement of such equipment and parts at the earliest 
practicable time. 
RECOMMENDATION NO. 9 


Final action should be taken by the Air Force to enter into standby contracts 
with the reserve fleet carriers for emergency airlift services. 


Comments 

The Air Force has been directed to take final action in this regard. A draft of 
the Civil Reserve Air Fleet standby contract has been completed and contract 
negotiations will be undertaken shortly with the CRAF airlines. 


RECOMMENDATION NO. 10 


The reserve fleet carriers should proceed to negotiate standby contracts with 
their pilots and crews to assure their availability for emergency service. 


Comments 

The DOD feels that the negotiation of appropriate standby contracts between 
the CRAF carriers and their pilots and crews is essential if we are to be assured 
of the timely execution of the Civil Reserve Air Fleet plan. 


RECOMMENDATION NO. ll 


The Department of the Air Force, at the direction of the Secretary of Defense, 
should establish policies and programs for procurement of commercial air services 
which are designed to utilize more fully the available excess capacity of civil air 
carriers participating in the Civil Reserve Air Fleet and to give the participating 
carriers more direct experience in performing military airlift missions. 


Comments 

The Department of Defense is of the belief that the recently adopted procedures 
for the procurement of commercial airlift service by MATS are designed to make 
more effective use of available civil air carrier capacity. Also as indicated in our 
comments regarding recommendation No. 3, we intend in the future to see that 
preference is given to CRAF carriers in allocating military traffic to commercial 
carriers as a means of improving the ability of these carriers to provide service to 
the military in wartime and at the same time to provide incentives to them to 
provide service in the types of aircraft required to accommodate military traffic 
efficiently and economically. 


RECOMMENDATION NO. 12 


The use of firm contracts, now in effect with a limited number of commercial 
air carriers, should be continued and expanded to include more carriers. Such 
contracts should be awarded on a 12-month basis. 


Comments 


The DOD concurs in this recommendation. The structure of the recent invita- 
tions for bid issued by MATS to cover the bulk of its commercial augmentation 
requirements was designed to meet the requirements of this recommendation as 
fully as possible, and at the same time be equitable to both large and small busi- 
ness carriers within the air industry. 


RECOMMENDATION NO. 13 


The Department of Defense should present to the Appropriations Committee 
budgetary data clearly showing the estimated dollar amounts of commercial air 
services to be procured by the Military Air Transport Service for each fiscal year 
ahead, and the proportion that these services constitute of the total airlift to 
be performed by the Service. These data then can be used as a guide by the 
Appropriations Committees in making appropriations to the Military Air Trans- 
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port Service and to the separate military departments for purchase of airlift 
services under the industrial fund. 


Comments 


The Department of Defense will cooperate to the fullest extent in providing 
data requested of it by the Congress. 


RECOMMENDATION NO. 14 


Department of the Air Force should abandon the bailment program completely 
and plan for expanded procurement of commercial air services to strengthen the 
Civil Reserve Air Fleet as proposed in other recommendations. 

Comments 


The bailment program has been deferred for an indefinite period as indicated 
by Assistant Secretary of the Air Force (Materiel) letter dated January 22, 1958 
to the chairman of your subcommittee. No further action is planned in this 
matter at this time. The Department’s position regarding the expanded procure. 


ment of commercial air services is covered in preceding comments. 
RECOMMENDATION NO. 15 


The Air Force should establish for the Military Air Transport Service a trans. 
portation advisory committee broadly representative of the civil air industry 
and organized so as to provide for periodic and special consultation. e 
Comments 


For emergency planning, which is a critical function of MATS, we have a top 
committee of industry, Commerce, Air Force, and MATS representatives who 
participate in the development of the Civil Reserve Air Fleet plan. Further 
the Air Force and MATS conduct periodic meetings with the industry to discuss 
problems of mutual interest pertaining to the peacetime employment of the civil 
capability and will continue to keep the civil air carriers informed of any changes 
in policies or programs which may affect the air industry. 

Because of the apparent divergence of views and interests within the air trans- 
portation industry, the establishment of an advisory committee as recommended 
is not considered feasible or desirable. Where there is commonality of interest 
as in the CRAF program, committees are useful and will continue to be utilized 
in implementing the program (The CRAF Committee is composed of Govern- 
ment and industry personnel associated with the program). 

The commander MATS has initiated a program of consultation with all seg- 
ments of the air transportation industry and is proceeding vigorously with its 
implementation. This program should accomplish the results desired by the 
committee. Further, the Department of Defense will continue to encourage the 
free exchange of views between industry and its own activities. 


RECOMMENDATION NO. 16 


The Civil Aeronautics Board’s proposal for a joint military-civil working group 
to review continuously and establish the basis for planning the optimum use of 
civil carriers by the Department of Defense should be adopted. The joint working 
group should be staffed by high-level personnel and should receive the active 
support of the sponsoring agencies. The group should consider recommendations 
made in this report and advise the subcommittee by the end of this calendar year 
as to the extent of progress made. 


Comments 


The Department of Defense has provided membership on the CAB-DOD 
working group charged with the responsibility of developing joint planning by the 
CAB and DOD to insure maximum use of the civil air carriers by the military, 
and planning the allocation of future defense traffic to encourage the development 
of the civil air industry. The joint working group is chaired by the CAB and 
numerous meetings have been held to formulate a program and initiate planning 
by both CAB and DOD. The working group is considering the recommendations 
in the committee report in connection with planning for optimum use of civil air 
carriers by the DOD. 

As recommendations of the working group follow normal agency coordinating 
procedures, it is not considered appropriate that advice of progress made by the 
working group be furnished directly by the working group to the subcommittee, 
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put rather through normal agency channels. Inasmuch as the working group is 
chaired by the CAB, it is felt that the subcommittee should direct its request for 
information regarding the activities of the working group to that agency. 


RECOMMENDATION NO. 17 


Civil agency responsibilities in planning for mobilization of civil air transport 
should be consolidated or otherwise reorganized and staffed in a manner to insure 
that these responsibilities will be effectively discharged. 


Comments 
The Department of Defense will support any actions taken to improve planning 
and readiness in this area, 


RECOMMENDATION NO. 18 


The new Office of Defense and Civilian Mobilization,! to be established by 
Reorganization Plan No. 1 of 1958, should assume an active role in reorganizing 
civil agency planning functions, emphasizing the expansion of the civil air trans- 
port resources of the Nation rather than the allocation of limited resources among 
claimant agencies. 


Comments 
No comment as recommendation does not directly involve the Department 


of Defense. 
RECOMMENDATION NO. 19 


The President, in whom is vested directly the authority for defense mobilization 
and preparedness, should direct a new study of civil air policy, building on the 
1954 report of the Air Coordinating Committee and bringing it up to date. 


Comments 

The DOD will cooperate in any study undertaken to up-date the Government’s 
civil air policy. In this connection it is understood that the Air Coordinating 
Committee has already started such a review. 


RECOMMENDATION NO, 20 


The new Office of Defense and Civilian Mobilization,! in behalf of the President, 
should undertake to organize the study project on civil air policy, obtaining 
representation from the military and civil agencies of the Federal Government 
and from the air transportation industry, and providing terms of reference which 
will lead to specific recommendations for administrative and legislative action. 


Comments 

The DOD considers that the President’s Air Coordinating Committee, in 
view of its previous experience in preparing the 1954 civil air policy, is the appro- 
priate agency to conduct this study. As indicated previously in our comments, 
it is understood that such a study has been initiated by the ACC. 


RECOMMENDATION NO. 21 


The Comptroller General should submit to the subcommittee, as soon as 
possible, a preliminary report of its progress in the audit program, noting any 
matters which warrant further congressional attention and investigation. Addi- 
tional reports on the audit program should be submitted by the Comptroller 
General to the subcommittee as these reports are completed. 


Comments 

The DOD has no specific comment with respect to this recommendation 
except to indicate that appropriate DOD agencies will cooperate to the fullest 
extent with the Comptroller General in his long-range audit program of MATS. 


RECOMMENDATION NO. 22 


The Secretary of Defense should give consideration to reorganizing the man- 
agement and operating functions of the various military agencies in the transpor- 
tation field, so that traffic management for all forms of transportation, domestic 





' Changed to Office of Civil and Defense Mobilization, effective Aug. 26, 1958. 
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and international, would be lodged in a single agency and operating functions 
under central traffic management would be better integrated. 


Comments 


The objective of the organization of transportation management and operations 
within the DOD is to assure the required degree of responsiveness of available 
transportation resources to meet approved military requirements under all cop. 
ditions. We are not satisfied that reorganizing the various military agencies jp 
the transportation field so that traffic management worldwide is lodged in a Single 
agency as suggested by the recommendation is necessary or desirable at this time 
In order to assure the successful implementation of approved emergency plans it 
is necessary that certain controls over transportation resources available to the 
DOD be exercised by the Joint Chiefs of Staff. Any centralization of transporta- 
tion management that would deprive the JCS of these controls would be unag. 
ceptable. 

This does not mean, however, that we are entirely satisfied or that no changes 
to the various military agencies engaged in transportation will be effected in the 
future. We are continually seeking ways and means of improving our present 
organization. In this regard, the Secretary of Defense, by memorandum dated 
October 7, 1957, to the military departments, directed that a critical appraisal 
be made of the progress which has been attained in the integration of the supply 
and logistic systems. Included in this review, was an examination of the effec. 
tiveness of the performance of the three transportation single managers (MTMA, 
MSTS, and MATS) and terminal activities to determine whether (1) present 
methods of performance are the most effective to support current military opera. 
tions and will be responsive to long-range or emergency military requirements 
and (2) organization and management techniques employed are geared to obtain 
economical and efficient utilization of transportation resources. 

After evaluation of the reports and comments received thereon, the DOD should 
be in a better position to determine whether a reorganization of management and 
operating functions of the various military transportation agencies so that traffic 
management for all forms of transportation is lodged in a single agency would 
achieve beneficial results. 


Mr. Houirievp. In order to proceed in an orderly manner, we will 
ask the Assistant Secretary of the Air Force, Hon. Philip B. Taylor, to 
give his testimony at this time, because the two statements are inter- 
locking, and then the questions can be directed to both witnesses, 
You may proceed, Mr. Taylor. 


STATEMENT OF HON. PHILIP B. TAYLOR, ASSISTANT SECRETARY 
OF THE AIR FORCE (MATERIEL); ACCOMPANIED BY EDWARD 
J. DRISCOLL, OFFICE OF DIRECTOR OF TRANSPORTATION, 
HEADQUARTERS, USAF; AND COL. EARL C. HEDLUND, DEPUTY 
DIRECTOR OF TRANSPORTATION, HEADQUARTERS, USAF 


Mr. Taytor. Mr. Chairman and members of the committee, I am 
appearing before your committee for the first time and I want to 
express my appreciation for this opportunity. 

As Secretary McGuire has already indicated the comments and 
recommendations of your committee have received most careful con- 
sideration by the Air Force. I would like to present to you a report 
on developments in four areas which, I understand, are of particular 
interest to you: 

Modernization of MATS. 
Civil Reserve air fleet. 

Use of civil airlift. 

Airlift service industrial fund. 
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1. MODERNIZATION 


During congressional hearings regarding MATS in 1958 the Air 
Force stated its intention of procuring 109 C—133 aircraft. Since 
that time, a decision has been made to terminate the C—133 program 
with the 50th aircraft and to continue to modernize MATS by pro- 
curing jet cargo transports. This decision was made with the objec- 
tive of providing an overflight capability to meet our needs in the 
Pacific area. The C—133 did not have the transocean capability we 
now feel is necessary in that area. We now have 23 C—133’s in the 
fleet and are receiving delivery of the remainder on order at the rate 
of a little better than 1 per month. The 50 C—133’s will satisfy our 
requirement for carrying the largest military cargo. Cargo jets, when 
received, will meet essential requirements for intercontinental move- 
ments on a fast-reaction basis. 

The workhorse of the MATS fleet, the C—124, is an obsolescent air- 
craft and there is a requirement to find a satisfactory replacement. 
The aircraft we need must retain and improve the C—124’s rugged 
versatility. It must be capable of carrying both general cargo and 
vehicles, as well as troops; it must have good loading, takeoff, and 
landing characteristics and it must operate intercontinentally at a 
lower ton-mile cost than currently available transports. An aircraft 
which will perform the diverse missions now handled by the C—124’s 
is currently being evaluated at the Air Materiel Command. Until 
the reports are in we cannot comment on the merits of this aircraft. 

Without reducing the total number of aircraft in the fleet the 
planned modernization of MATS would, of course, enlarge its capa- 
bility. We have determined however that the capability of MATS 
shall remain at its present level for the next few years, and that no 
increase in this capability will be made without detailed justification. 
To achieve this result, without in any measure reducing the flexibility 
and readiness of MATS, we shall use a combination of two measures. 
Old aircraft will be retired at a rate which approximates the acquisition 
of new aircraft and/or utilization for all MATS aircraft will be estab- 
lished at an appropriate peacetime level. Thus, to carry out this 
basic policy of no increase in present capability we recently reduced 
the peacetime flying hour program to a maximum of 5 hours per day 
for each category of aircraft. 

I want to emphasize to this committee the importance we attach to 
the basic decision I have just outlined. It is fundamental not only 
to an orderly modernization program for MATS but also to many 
other basic issues we are discussing here today. 


2. CIVIL RESERVE AIR FLEET 


Since our last appearance before this committee, marked progress 
has been made in developing a CRAF. I should like to review several 
of these developments for you: CRAF standby contracts; operations 
boards agreements; stockpiling; aircraft modification; and the testing 
of the CRAF. 

CRAF standby contract: In August of 1958, an industry-Govern- 
ment team was formed by the Secretary of the Air Force to draft a 
CRAF standy contract which would be acceptable to both the industry 
and the Government. An earlier draft contract that had been 
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submitted in March 1957 had been found unacceptable—activatigy 
procedures were cumbersome, a firm obligation was not imposed op 
the civil airlines and pricing criteria appeared inequitable. The 
industry-Government team completed a draft on November 6, 1958 
which was then transmitted to all CRAF carriers. After furthe 
discussions only three policy issues remained unresolved. These 
were handled by the Secretary of the Air Force in correspondence 
with certain airline presidents. The majority of the airlines haye 
now accepted the draft of November 6 and it has been accepted 
by the Air Force. We are now proceeding to negotiate individual 
standby contracts with those airlines who have accepted the draft 
contract. Requests for proposals have been issued to 19 airlines 
Negotiations have been completed with one airline and negotiations 
are currently underway with two others. I am sure you are aware of 
the complex problems involved in negotiating these contracts. We 
hope that within several months we shall have all CRAF participants 
under individual standby contracts. The conclusion of individual 
contracts with the participating airlines for services to be performed 
in event of an emergency will mark the end of extended effort on the 
part of both industry and Government. 

Operations boards agreement: The Civil Aeronautics gave its 
approval on April 13, 1959, to agreements between the carriers 
participating in the CRAF and the Air Force to set up operations 
boards to control the CRAF operations in the Pacific and Atlantic 
areas. We will look to these operations boards to provide effective 
CRAF operations. The boards will coordinate and direct the ae- 
tivity and operations of the carriers in accordance with plans and 
instructions issued by the Military Air Transport Service. The 
active assistance and cooperation of the Civil Aeronautics Board 
was an important contribution to this aspect of the CRAF program. 
The establishment of these operations boards will materially assist 
further planning for the CRAF and this development is a major 
achievement in creating a ready CRAF in being. 

Stockpiling: The stockpiling of essential spares and enroute support 
for the CRAF has proceeded in an orderly fashion. Materiel has not 
been moved into Gander, Newfoundland, as no adequate storage 
facilities have been made available there. We estimate, however, 
that suitable facilities will be available and stockpiled in place by 
July 1, 1959. Overall, the stockpiling program is satisfactory, and we 
are now moving materiel to support the 1960 fleet into all sites. This 
job will be completed between July 1, and September 1, 1959. 

Aircraft modification: Although improvements have been made in 
modifying aircraft needed by CRAF through in-production pro- 
cedures, there are still many unmodified cargo aircraft that have been 
in the fleet since 1952. For the most part this situation has occurred 
because we have been unable to contract with the airlines for the 
required modification. This reduces the overall cargo capability of 
CRAF within the early stages of an emergency, as we estimate that 
it will be from 15 to 30 days after activation before these unmodified 
aircraft will be capable of overocean operation. 

Testing of CRAF: You will recall that two tests of CRAF have 
been performed, one in 1955 and one in 1957. We are currently 
developing a third test which will be held in the early summer. The 
objective of the test will be to determine the availability of aircraft 
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on the basis of civil air carrier reports. The test will be monitored by 
the new operations boards. Installation of group B equipment into 
certain airplanes will be required. The plan for this test is being jointly 
prepared by industry and the Air Force. It will be on a no-notice 
basis and will be as realistic as practicable. It will not involve the 
flying of aircraft to any on-load bases, since diversion of scheduled 
aircraft in regular transport service would disrupt scheduled trans- 
portation and be excessively costly to the Government. 


3. CIVIL AIRLIFT AUGMENTATION 


Commercial augmentation of the MATS military fleet has con- 
tinued in sizable amounts. For fiscal year 1959, it is estimated that 
about $71 million will be spent by MATS for this purpose. The 
procurement of civil airlift will be in accordance with DOD and Air 
Force policy that such procurement shall not take precedence over 
the efficient and economic utilization of military airlift necessarily 
generated by the maintenance of a fleet readiness for national emer- 
gencies. ; 

In accordance with this committee’s recommendation that the use 
of firm fixed-price contracts should be expanded and that such con- 
tracts should be on a 12-month basis, the Air Force formally adver- 
tised 10 items of cargo and passenger airlift in the Atlantic and Pacific 
area for bid in August 1958. This procurement amounted to $43.4 
million. 

The use of a 12-month fixed-price contract is an important step in 
stabilizing airlift capability for the movement of normal logistical re- 
supply requirements. This result has been apparent when military 
capability has, of necessity, been diverted to other tasks. 

Civil air carriers who are CRAF participants have figured pre- 
dominantly in the movement of MATS commercial requirements for 
both passenger and cargo. The CRAF operators secured this Defense 
business on open competitive basis. Ninety percent of all commercial 
business for fiscal year 1959 has gone to CRAF operators. They have 
received 89 percent of the passenger and 92 percent of the commercial 
cargo dollars. Future projection indicates that this pattern will 
continue. 

Although invitations for bid on all long-term fixed-price contracts 
allowed civil carriers to offer additional airlift, only three successful 
bidders included an “‘expansion”’ option in their bid and none of these 
were exercised. No requirement existed, or, as in one case, price 
quotations received, as a result of competitive negotiation were lower 
than the price provided for in the “expansion”’ clause. 

As a long-range objective, subject to the availability of modern, 
economical long-range commercial cargo aircraft, civil cargo airlift 
will be contracted for in peacetime to support to a substantial degree 
oversea logistics supply. It is hoped that this policy, which will 
guarantee a uniform airlift capacity for intertheater transportation 
of high value cargo, will encourage the other military departments to 
look to airlift to satisfy a larger portion of their transportation re- 
quirements. Greater reliance on the airline industry for the logistics 
mission will also insure uninterrupted support of theater forces in 
times of emergency when the military airlift is devoted to tactical or 
strategic deployments. 
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Programs are being adjusted to reflect cargo airlift augmentation 
of oversea airlift for an estimated dollar amount in fiscal year 1969 
of $21 million. Passenger airlift augmentation is estimated at $49 
million, resulting in a total expenditure of some $70 million. Thege 
figures are derived from current estimates of required airlift compiled 
by each of the services and could change if the lift requirement dogs 
not materialize. 


4. AIRLIFT SERVICE INDUSTRIAL FUND 


The basic objective of the airlift service industrial fund to operate 
on a break-even basis will be achieved during the current fiscal year, 
Revenues received in payment of airlift services rendered will equal 
the costs of providing such service. 

Operating costs of $287.5 million in fiscal year 1959 will be balanced 
by billings to the Army of $60 million, to the Navy of $26.9 million, 
to the Air l’orce of $181.4 million, and to the military assistance pro- 
gram and all other users, $19.2 million. Of the total revenue of $287.5 
million earned during this period, $227.8 million will be collected and 
available for expenditure. Due to normal lag in both accounts re- 
ceivable and accounts payable, $29 million of financing will be required 
from working capital at the close of the year. 

This concludes my prepared statement. We will be glad to answer 
any questions you may have. 

Mr. Hourrietp. Thank you, Mr. Taylor. Before we start into the 
question period, would you give us briefly your background, sir. 

Mr. Taytor. Yes, sir. I come from Montclair, N.J. I graduated 
from Yale University in 1920 with an engineering degree. I spent 
2 years working in machine shops to absorb that type of experience. 

Then I joined the Curtiss-Wright Aeronautical Corp. in 1922 and 
I was with them for 23 years. I was chief engineer for 10 years and 
I was assistant general manager and vice president for 5 years. I 
finally ended my term as acting general manager of it, then a division 
of Curtiss-Wright. By that time it was with Curtiss-Wright. 

I then did consulting work for Pan American World Airways 
which had to do with the projection of the position of jets serving 
in the commercial field. At the conclusion of that, | became convinced 
that the British jet was somewhat ahead of the jet in this country, 
and I was able to import the technique of the British, of the Rolls- 
Royce Nene engine, and turned it over to Pratt & Whitney Aircraft 
Co., which developed it into an engine which is still in military 
service. 

Following that, I was with Sanderson & Porter, an engineering 
firm—I joined that firm—which constructs large-sized steam electric 
generating stations and does a considerable miscellaneous business 
in engineering of a wide variety of products. 

And in this area I had occasion to consult for the aircraft industry. 
I stayed with Sanderson & Porter for 12 years, which terminated on 
the 15th of April this year when I attained my present position in 
the Government. 

Mr. Hourietp. Thank you very much. I just realized that this 
is Mr. McGuire’s first appearance also before the committee. Would 
you like, for the record, to give us your background, too, before coming 
mto Government? 
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Mr. McGuire. I am a graduate textile engineer of Lowell Tech- 
nological Institute, in Lowell, Mass. 

Most of my civilian life has been in the retail business. I have been 
associated with Montgomery Ward and a dry goods corporation, the 
Allied Stores. 

During the war I was in the Navy—entered the Navy as a lieu- 
tenant and later was promoted to commander. Then I was placed in 
a civilian status and became Deputy Chief of Procurement, and 
later Chief of Procurement for the Navy in the Navy Department. 

After the war, I became president of the R. H. White Corp., Boston, 
which was a retail store. 

I later joined Allied Stores and went to Cleveland and became 
chairman of the board of Sterling Lindner Davis, which was also a 
large retail operation. 

In 1955 I retired from business and came to Washington and 
started as a Deputy Assistant Secretary of Defense (International 
Security Affairs). I was in charge of the Military Assistance Program 
in that office. 

In 1957 Mr. Wilson recommended me to my present capacity as 
Assistant Secretary of Defense (Supply and Logistics). I have been 
serving in that capacity since then, sir. 

Mr. Houtrretp. Thank you very much. 

It certainly qualifies you two gentlemen for expert knowledge in 
your respective fields. 

Words are sometimes very difficult to understand, and there are 
quite a number of points about which we will want to question you 
this morning. I think that to begin with we will start off with Mr. 
Roback. Do you want to get some material on the record to begin 
with? 

Mr. Rospacx. Well, Mr. Chairman, as to the procedure, we have 
all of the recommendations and various points covered in the prepared 
statements by the witnesses. It is up to the committee whether they 
want to proceed on the basis of the specific report recommendations 
or to discuss the statement generally first. 

Mr. Houirretp. I think the statement should be gone over first 
because some of the recommendations are taken up in them, and as 
to the ones that are not, we may want to check into them later. 

Proceed with the statement then. 

Mr. Rogpack. Mr. Secretary, you listed certain points in your 
statement as propositions on which Defense policy relating to MATS 
is grounded. Those six points do not represent anything different 
from what was stated at the last hearing, do they; that is, there is no 
change in policy or direction? 

Mr. McGuire. No, I do not think there has been a basic change 
in policy, but rather there is, I believe, new direction in the implemen- 
tation of our policies. The steps that have been taken to limit the 
size of MATS and the extent of its operations are basic to any expan- 
sion in our use of commercial airlift service and important elements in 
any sound program for the development of a truly adequate national 
cargo airlift capability. 

_Mr. Houirte.p. Can we have an interpretation of the word ‘‘capa- 
bility” so that we will know what we are talking about? Are we 
talking about capability in ton-miles or number of planes? Just ex- 
actly what do we mean by “MATS capability,” so we will be talking 
about the same thing? 
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Mr. McGurrz. I would like to have Mr. Taylor do that. 

Mr. Taytor. Ton-mile capacity of airlift, I would say that. 

Mr. Hour. May I ask for another definition while we are at it? 

Mr. Ho.irimip. Yes. 

Mr. Ho tr. As to this “commercial cargo dollar” and ‘commercial 
requirement’’—how are you using the word ‘‘commercial?”’ 

Mr. McGuire. What page? 

Mr. Hout. Anywhere in the paper. You used it all the way through 
both statements. For instance, Mr. Taylor uses “commercial cargo 
dollars’ as 89 percent and 92 percent farmed out more or less. And 
above it says “MATS commercial requirements.”’ How do you ugg 
that word? 

Mr. Taytor. That means the number of dollars paid to the com. 
mercial airlines for their contribution to the traffic. 

Mr. Hour. I know that is what it means. It says that. What 
kind of commercial movement is it? 

Mr. TayLor. Commercial—— 

Mr. Hour. How do you differentiate between what you give them 
and what you keep or do yourselves? 

Mr. Taytor. The commercial would be some contracts to com- 
mercial operators, the ones we keep ourselves would be direct. 

Mr. Hour. Is it for the movement of some of the things you do 
yourself, or just a certain type that you farm out entirely? 

Mr. Taytor. No, we split the cargo requirements—some MATS 
does in their own airplanes. 

Mr. Ho tr. It is not a different type, but all the same type? 

Mr. Taytor. It is the same type, except MATS is prepared to do 
it with their outsize equipment and the commercial operators do not 
have that kind of capability, they do not have that kind of airplane, 

Mr. McGutrz. I wonder if I could add something to that? 

Mr. Houirieip. Yes. 

Mr. McGuire. It is important to recognize that there are three 
kinds of airlift involved in the overall international picture as we 
see it. 

The first is that which MATS moves on its own planes. 

The second type is that which MATS contracts out to commercial 
carriers—both passenger and cargo. 

The third type is the so-called common carriage, and movement of 
military mail by certificated air carriers. 

These three together represent the great bulk of the :nternational 
airlift requirements of the Department of Defense. 

The MATS area is, of course, the problem. Here we have without 
question a form of an airline. Certain military requirements are levied 
on it, and in meeting these requirements, some are moved in MATS 
planes and some of it is contracted out by MATS to be handled by 
commercial planes. I think this is a fair analysis. 

Mr. Hourrretp. Would it be fair to say, when we talk about “com- 
mercial airlift,” that it would involve the total payment of dollars to 
private carriers, the regular airlines and the contract airlines? 

Mr. McGurre. I do not think, Mr. Chairman, that is the way the 
figures were computed. I would like the opportun ity to check this 
with the Air Force. It does not include what I call normal tariff 
operations. It only includes that portion which = been given to 
MATS for movement on its own or commercial planes. 
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Mr. Houir1eLp. Does not include individual ticketing on com- 
mercial airlines? 

Mr. McGuire. No. 

Mr. HouirteLp. Nor would it include shipments by air parcel or 
express? 5 bird 
Mr. McGuire. That is correct. Nor would it include approx- 
imately $15 million of military mail traffic. It includes only that 
portion arranged through MATS. The reason we used the word 
“eommercial,”’ Congressman Holt, is to try to amplify this problem 
in question which I think is before the committee and is before us as 
to what portion that went commercial. 

Mr. Hour. I think our understanding is now pretty clear on those 
two terms. And we will in discussing this and in asking the questions, 
we will discuss and ask the questions in that meaning in that context. 

Could I ask at this time if you see any difference or any conflict, 
[should say, between item No. 4— 

The Defense Department should make maximum practicable economic use of 
the military airlift necessarily generated in providing for wartime readiness— 
and the last sentence of No. 6— 


Our feeling is that MATS should not seek maximum utilization of military airlift 
in peacetime. 

Do you see any conflict in those two statements? 

Mr. McGuire. No. I think that both of these statements pin- 
point a controversial area, sir. Looking back over the past, there are 
those who have contended that maximum economic use would be, let 
ussay, toward the degree of all, and those who contend that it should 
be to the other side of the spectrum. 

I believe that before this hearing is ended you will be aware that 
we have faced up to this thing, to try to get a clear intrepretation of 
these two. 

I think what we are trying to say here is this: That the Department 
of Defense does have a responsibility to make maximum practicable 
use of all its assets in peacetime. 

Secondly, the Department of Defense feels that commercial airlift 
is necessary in peace as well as in wartime. 

So, therefore, there is a need to see that the commercial industry 
has a requirement levied upon it commensurate with its planned 
role and has the benefits of this requirement. 

You cannot treat each in isolation. It is a matter of balance here. 
I think this has been one of the causes of contention. 

My feeling is that we are pointing much closer to—and I say this, 
looking at it retrospectively, which is an easier thing to do, than 
looking at it forehand until you recognize it—on No. 6 to a harder 
look at this thing. 

Mr. Houirieip. Let us take this 

Mr. McGutre. Could I add one more thing? 

Mr. Houirietp. Yes. 

Mr. McGuire. It is pretty obvious if we say that in the commercial 
augmentation of MATS that the commercial airlines do not presently 
have the cargo capability we need. 

Well now, there are two ways that we can achieve that cargo 
capability as I see it, speaking as a citizen in this respect: We can 
keep it, one, by an outright Government subsidy. We do not happen 
to think that is good in the long range or, necessarily, the best way. 
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We believe that the Department of Defense, where it has a conty. 
bution to make, must try to work to the end that the airlines knoy 
what is reasonable to expect from the Department of Defense and jp 
turn what the Department of Defense is to expect from them. We 
both should have the assurances necessary to effectively plan and 
carry Out our operations. 

The national defense aspect of this seems to me to fit both hands 
and I am sure the airlines are the first people to realize that. But, jf 
we are to develop the cargo airlift capability of airlines, personally | 
feel very strongly that we should do everything we can to assist with 
traffic. This is the best way I know of to develop a capability jy 
anything, because these people are operators, they are interested jp 
efficiency. They will probably try to do this in the most efficient 
manner that they can develop if they are to be successful. 

Mr. Houtriapp. Allright now, you do not believe—and you brought 
that out on page 6 where you said, ‘To the extent subsidy or other 
financial assistance may be required, it should, as a matter of sound 
policy, come from and be administered outside of the Department of 
Defense.”’ 

And you indicated that you do not believe that the Department of 
Defense should subsidize the commercial airlines. 

Have you then been asked to subsidize them? 

Mr. McGutre. No, we have not, sir. 

Mr. Houtrie.p. In other words, this statement of yours is not 
directed toward anything specific—just a general statement? 

Mr. McGurre. No, it is just a general statement. 

Mr. Houtrrerp. Do you believe that any services they render 
should be done on a competitive basis? 

Mr. McGurre. I do. 

Mr. Ho.irietp. Rather than on a paternalistic type of gover- 
mental basis? 

Mr. McGutre. No. I do not happen to believe, using this word 
in its broad sense, that our giving business to the airlines is a subsidy. 
On the other hand, I think we must be very careful in the utilization of 
our defense dollars that we do not manufacture business for the pur- 
poses of giving business to the airlines. This is the point. I do not 
think the airlines want us to do that. I never had any indication 
from them of anything of that nature. I want to be very clear on 
that. 

Mr. Hottrretp. Do you have some questions? 

Mr. Ropack. Before we leave that, Mr. Chairman, I want to 
refer to the statement by the Secretary about MATS not seeking 
maximum utilization. You said that was to balance two possibly 
conflicting sets of values: (1) the military economic use of airlift, and 
(2) the civilian industry contribution to national defense. Is that 
correct? 

Mr. McGuire. I didn’t mean it to imply that it was a conflicting 
balance. I forget the words you used, Mr. Roback. 

Mr. Rosacx. I thought you said you were trying to balance 
between two possibly conflicting sets of values here. : 

Mr. McGuire. As in most problems, you have more than one thing 
to consider. We have two things to consider here. 

Mr. Rosack. You are aware, are you not, that was the crux of the 
committee report? 
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Mr. McGuire. That is correct. 

Mr. Ropack. And whatever the meaning or interpretation you give 
to those remarks, you are attempting in that sense to respond and to 
adjust the recommendations of the committee. Is that a fair state- 
ment? ’ 

Mr. McGuire. I think my feeling on this matter is that one of the 
yery basic contentions here is that the military have been hiding 
behind, if we want to put it that way. For clarification, the first one 
here which is No. 4, and the contention has been that it should move 
in the other direction. This can be a matter of judgment. It can be 
a matter of interpretation. What I am trying to say, Mr. Roback, 
is that we, in the Department of Defense, are trying to reexamine 
the utilization of some of these areas to be sure that we are not hiding 
behind one or the other, that we are trying to evaluate them fairly. 

Mr. Rosack. Consider then the consequence. 

Mr. McGuire. Whether we will do something here that will 
always be satisfactory to everybody is obviously questionable. 
There will always be some differences depending on the interests. 

Mr. Ropack. Consider then the consequence of that position. If 
you try to balance between two somewhat extreme positions, you have 
tomake adjustments all along the line. For example, training require- 
ments. We were told last time that you had to get a utilization rate 
of at least 6 hours. 

Mr. McGuire. Yes. 

Mr. Roxwacx. To achieve training. If you are going to use more 
commercial airlift, you will have to have a military judgment that 
you do not need that many hours of training. 

’ Mr. McGuire. In respect to that, Mr. Roback, I would hope that 
we all learn by experience. 

Mr. Ronack. Here we were timidly suggesting that maybe the 
military had inflated their requirements. 

Mr. McGuire. I do not think the military have inflated their re- 
quirements. 

Mr. Rozpack. Their training—I am talking about their training 
requirements. 

Mr. McGurre. As we review these things and learn more and more 
about them and live with them, we quite possibly can come up with 
some points that are different than we made a year or 2 years ago. 
[hope we are not frozen to what somebody said 2 years ago. 

Mr. Hotirrevp. It is not the intention of the committee to say, 
“Why did you say that?’’, ‘“‘Why are you saying something else now?” 

The only thing we have to go on is the record, and when we make 
these comparisons, we hope that where there has been a change of 
position that it can be stated, and if we call it to your attention, it is 
not to be critical, but to bring into proper focus the situation as it 
exists today. 

Mr. McGuire. I want to emphasize that we are looking at the 
overall airlift problem on a continuing basis and will do so in the 
future. We will make adjustments in our programs as indicated. 
The limitation on the size of MATS and its flying hour program are 
good examples of such adjustments. As previously indicated, these 


are key steps and will greatly influence the eventual outcome of our 
airlift programs. 
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I would not want to leave the impression here that the 5 hours wag 
made for the purpose of this hearing. It was not. The 5 hours jg 
going to be reviewed constantly to see if that is the right figure, 

This, also, gets to be a debatable thing to some degree. But it dos 
happen to fall into an area where we have a kind of responsibility ty 
see that our requirements, such as Mr. Roback pointed out, are me 
so that we maintain a proper capability. 

Do you want to amplify that any further? 

Mr. Ho.iriexp. I think when we get to the 5 hours—we wil} Je 
that rest now—and when we get to that we will cover it. 

Mr. McGutre. I was trying to agree with Mr. Roback. 

Mr. Houtrievp. I understand. We do want to go into that, but 
that is at a later point in the statement. 

Let me ask you this question now. On page 2 you say: 

Our requirements studies indicate that the lift capability of the present, 
approved MATS fleet, when supplemented by the civil reserve air fleet, is about 
right for the immediate future— 

I will stop right there for the time being and ask you, What is the 
presently approved MATS fleet? Does that include planes in being 
and new big planes such as the C-133 that have been delivered ang 
also, those on order? In other words, I would like to get the meaning 
of “‘presently approved.” , 

Mr. McGutre. The study that we made to arrive at such a state. 
ment was based on a projection forward in years, from the current 
year through 1962 and would include planes coming into being then, 
and it would include CRAF aircraft for that period. Is that correct? 

Mr. Taytor. Yes. 

Mr. McGuire. The answer to your question is “Yes.” 

Mr. Houirie_tp. Then I am to understand that this would include 
such new planes as are now on order? 

Mr. McGutre. That is correct. 

Mr. Ho.irre.p. It would include such adjustment as phasing out 
of obsolete planes? 

Mr. McGuire. Yes. 

Mr. Houirretp. During that time period, so this is a number you 
cannot pinpoint? 

Mr. McGurire. That is a pretty good number and it is a projection 
forward of our assets we have on hand and adjusted year by year 

Mr. Houtrreip. Do you insure “that the present capability will 
not expand”’ when you say “unless upward revision in wartime mili- 
tary airlift requirements dictate otherwise’’? 

You really do not mean that, do you—present capability? 

Mr. McGutre. I think I would like for Mr. Taylor to amplify 
that. 

Mr. Ho.irrerp. Yes. 

Mr. McGuire. What we are talking about here is 1960. 

Mr. Taytor. We have limited the ton-mile capacity of MATS 
to its existing capacity, April 1959. 

Mr. Rreximan. Let us get on what basis. On a ton-load basis? 

Mr. Houirretp. We are using capability. 

Mr. Taytor. We do it in two ways. We do it by retiring old 
aircraft at the rete that new eireraft are beimg acquired. Or, by 
reducing the number of hours of flying time, whichever is the more 
desirable. In other words, to give ourselves some leeway. We have 
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the option of doing it by either reducing the number of flying hours 
or by retiring airplanes as fast as new airplanes take up the capability. 

Mr. McGutre. I think that one of the points here which you ably 
prought out in one of your first questions, Mr. Chairman, is that if 
you take the MATS fleet on the number of vehicles, let us call them 
vehicles, and you were to freeze that and get a plane into the in- 
ventory that will do twice as much and fly twice as much, obviously, 
you are doubling the MATS fleet. 

" Mr. HouiFreLp. That is right. 

Mr. McGutre. The point here is that as you develop more modern 
types of transport, you do not necessarily, or you should not, replace, 
we believe, on an item-by-item basis. You replace it on what we 
call a capacity basis. This is the way you can hold to the current 
or April 1959 level. 

The other point is, and I am now talking in terms of approaching 
it from the other way Mr. Taylor mentioned as part of your math- 
ematical problem of how much you are going to carry, is based upon 
the number of hours you are going to fly. You can build in a reserve 
capacity that you can use in an emergency by cutting down slightly 
the number of hours you are going to fly in peacetime provided, of 
course, you have appropriate supply and maintenance backup. 

Mr. Houirrevp. All right. As I understand it then, your presently 
approved MATS fleet capability is that which was in being on April 
of 1959, is that right? 

Mr. Taytor. Yes, sir. 

Mr. Houirietp. Does that take into consideration the 50 C—133’s 
on order? Or does it take into consideration the 23 that have been 
delivered? 

Mr. Taytor. The 23 that have been delivered are in that capability. 

Mr. HouiFrieL_p. But not the rest. 

Mr. Taytor. That will be subject to retirement of airplanes. 

Mr. Hourrievp. It will be offset, in other words, by the retirement 
of obsolete planes? 

Mr. Taytor. By the retirement of obsolete capacity or by reduc- 
tion from the 5 hours to some other figure. I am not anticipating 
what it is. 

Mr. Rornack. On that point, Mr. Chairman, aside from the C—133 
it would, obviously, take more than a year to get any other new 
aircraft. 

Mr. Taytor. For the year 1959. 

Mr. Rosack. The stabilization of MATS is made a virtue by the 
fact you could not get the planes now if you wanted them. 

Mr. McGuire. That was not our point. We are trying to get this 
thing in as sharp a focus as the chairman has developed. If other 
planes came into the fleet, due to approval of funds this year at a 
later date, we would presume to follow the same procedures on this. 

Mr. Houirievp. I notice, also, that you refer to the jet planes. I 
presume they are large planes. 

Mr. McGuire. They are. 

Mr. Houirre.p. Your same criteria of adjustment of total airlift 
capability would apply when those come into being? You would retire 
the balancing number of obsolete planes for those planes as well as 
for the C-133? 

Mr. Taytor. That is correct. 
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Mr. Houirtexp. Is that generally correct? 

Mr. McGuire. Yes. 

Mr. Houirietp. You have put in an exception here. That jt 
“‘will not be expanded upward unless there is a revision in wartime 
military airlift requirements.” Of course, if that occurs, all rules go 
by the board. 

Mr. McGuire. I would like to clarify that. 

Mr. Houirretp. You are speaking of peacetime operations? 

Mr. McGuire. We are currently studying the overall requirement 
of the military services in this field and we will keep working on this, 

I think you would agree with me that if due to changing conditions 
we come up with greater valid requirements, obviously, there must be 
some readjustment. This sentence was not put in here as a catchall 
or a protection clause from the point of view of what we are saying, 

This sentence was put in here to point out that as military require. 
ments change due to experience, or due to some trouble that we foresee 
or because of some new developments, adjustments in capability must 
be made. It is not put in here, though, as a safety factor or a hedge 
against implementation of our policy. 

Mr. Ropack. You said, “is about right for the immediate future” 
—that was contained in your statement; and Mr. Taylor said that 
MATS capability would remain in its present level for the next few 
years. Why do you have that time qualification since you say you 
would not expand MATS except for wartime requirements? 

Mr. Taytor. May I speak to that? There is one condition that 
develops down the road aways, several years down the road, which 
puts another restriction on this. In other words, we have a certain 
number of missions to perform in a very early period of a general war, 
And you cannot perform those missions with less than that number of 
airplanes. You see, it isn’t something you can do on a second trip, 
You have to do it on the first trip. 

So that qualification is in there because at a certain point the lift 
capacity of modern aircraft becomes so great that you have less than 
the number of airplanes that you need to do the whole lift. You 
have to have them by numbers of airplanes because that is the 
number of missions you have. 

Mr. Rosack. So it follows that as the capacity of each new plane 
increases, then the overall capability of MATS would have to increase? 

Mr. Taytor. Might—I do not know. 

Mr. Rosack. There is a ground beyond which it could not help 
but do that. 

Mr. Taytor. I do not know what airplanes you are going to have 
3 years from now. I do not know whether at the present time the 
C-jets are in the program. If we get the C-jets that is one condition. 
If we get a modern transport which many people are advocating and 
which we would very much like to see, with a 50,000-pound capacity, 
it will be another set of conditions. So I cannot tell when it occurs. 
I simply say it could occur. With the larger capacity aircraft, if 
they became the sole part of the MATS fleet, you might have the 
restriction of numbers and that is why the qualification is in there. 
I cannot say that it absolutely will occur because I could not know 
what airplanes we are going to get. 

Mr. Rosack. All I was saying, based on your statement, was that 
if you have to have a certain minimum number of aircraft whatever 
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their individual capacity, it would then follow that as the capacity of 
aircraft increases, the overall capability of MATS is increased. Is 
that not logical? 

Mr. McGuire. May I make an observation here? I think it is a 
fallacy for us to think we are dealing areny with numbers. First of 
all, why do we have MATS and why do we contend that we must 
need the capacity in national Rafer at We do it—and I hope we 
do not bee to face this point—and we will use this equipment in 
MATS and the civil air capabilities to fight a war, or, to take some 
steps to preve nt a war. 

So, fundamentally, we are talking about the military problem here. 
These problems must be under constant review and be revised as the 
needs are indicated. 

[ think it is a fallacy to consider—and we haven’t got quite the 
answer on this as yet—that all of the planes currently in MATS are 
going to be wiped out completely and taken over by jets in the im- 
mediate future. We are going to have certain types of military 
missions where conceivably the areas vou would have to go into could 
not handle the biggest jets. We will continue to require different 
types of aircraft in the military transport fleet 

In answering any of these types of questions at long range, there 
are anumber of factors to be ¢ ‘onsidered. The mission, the conditions 
under which you carry them out, including airfields and the like. 
These and other factors influence certainly, the composition of the 
fleet. If I may demonstrate, in the Lebanon area we had one airfield 
for practical pur poses to use and we had to use various types of planes. 

We may have to come finally to a solution that will be compar: able 
toalong-haul operation, with a short-haul distribution in certain types 
of tactical areas that we come into. 

Jam just simply trying to elaborate on Mr. Roback’s point to show 
you that this is not a plan that you can lock up and put in a box and 
forget about it. You have to constantly review it. 

Mr. Houtrietp. That is why we are trying to understand some of 
these statements which seem to us a little bit difficult to harmonize. 
On this very point, in your statement, Mr. Taylor, you say: 

Without reducing the total number of aircraft in the fleet the planned moderni- 
zation of MATS would, of course, enlarge its capability. 

Then you say: 

We have determined, however, that the capability of MATS shall remain at 
its present level for the next few years, and that no increase in this eapability will 
be made without detailed justification. 

This seems a little bit in conflict. The first sentence says, ‘‘without 
reducing the total number of aircraft.’’ As I understand it, there 
would be an equivalent number of planes, figured in terms of lift 
capability, that would be retired for the new aircraft. The C-133, 
for instance, might eliminate two or three smaller planes. But you 
do mean that? I do not know whether you are putting that as a 
statement as to what you intend to do, or you go and explain how you 
are going to do it. 

Mr. Taytor. That is simply a statement—if we did nothing the 
capacity of MATS would greatly increase to 2% times its present 
capacity. 

Mr. Hourrrecp. I understand. 
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Mr. Taytor. I say if we did nothing. Then I say what we ay 
going to do to prevent that from happening. 

Mr. Ho.irre.p (reading): 

_Old aircraft will be retired at a rate which approximates the acquisition of new 
aircraft and/or utilization for all MATS aircraft will be established at an appro. 
priate peacetime level. 

As I see it, when you say old and new aircraft there, you are stijj 
talking in terms of airlift capability. 

Mr. Taytor. Yes, sir. 

Mr. Houirretp. Then if you do have to have some additional 
planes which do not balance off exactly in the airlift capability, yoy 
will adjust your utilization at an appropriate peacetime level. And 
I assume this would be taking a larger plane like the C—133 and using 
it less hours. 

Mr. Taytor. That is right. 

Mr. Ho.trie.p. To attain this level of peacetime utilization, Do 
I understand that that generally is what you wish to convey? 

Mr. Taytor. Yes. 

Mr. Ho.trte.p (reading): 

Thus to carry out this basic policy with no increase in present capability we 
recently reduced the peacetime flying hour program to a maximum of 5 hours 
per day for each category of aircraft. 

I think we are at a point here where we could explore that just a 
little bit. You had it before at 6 hours. 

Mr. Taytor. We had an optimum or, shall I say a minimum speci- 
fied of 6 hours. In studying this we believe we can keep our capability 
with less than 6 hours. That is something on which there is no abso- 
lute value which says ‘‘you are unready, if you have any less than that 
and you are ready to if you have that.”’ It isn’t that kind of a thing. 
It is a matter of experience and of logistic experience in operating, to 
know whether 6 hours is enough or 5 hours is enough. 

Mr. Houtrtetp. As a matter of fact you never reached the 6 hour 
utilization, did you? 

Mr. Taytor. We didn’t on many types. We were at 4.2, I believe 
on the C-124. 

Mr. Houir1eLp. So when you reduce it from € to 5 hours, you are 
making a paper adjustment and you are not making— 

Mr. Taytor. We are making an actual change, because some of the 
aircraft were flown more than 5 hours. Some of the aircraft reached 
6 hours. And those will be cut back to 5 hours. 

Mr. Hourrrep. What aircraft reached the goal of 6 hours utiliza- 
tion? I mean, consistently, not sporadically. 

Mr. Taytor. Could I have Colonel Hedlund answer that? 

Mr. Houiriep. Yes. 

Colonel HepLunp. We have been flying the C-118 and the C-121 
at about the 6-hour figure. That varies from month to month. 
These will be reduced as a class of airplanes to 5 hours. 

Mr. Morean. These were primarily on passenger flights. 

Colonel Hepiunp. Passenger and cargo. Some in cargo and some 
of each in passenger, some combination flights, especially in the C-121. 

Mr. McGuire. Mr. Chairman, as I understand the question, I 
have asked the same question on the basic point here. 

In the past, these have been averages of a fleet. They are now 
talking in terms of these restrictions being by category of aircraft 
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which has a great deal to do with this question because some of the 
categories couldn’t fly anywhere near the paper figure of peak ability 
gs you termed it. 

Some of the categories fly more than that, but when you take it on 
a category by category basis, the really important point here, I think, 
is that the strong racehorses are held to five and if the weak ones can 
only do three, that is what they were doing before. 

Mr. HouirieLp. Of course, if you are applying this to the category 
and not the average, it is significant. 

Mr. McGuire. That is my understanding. 

Mr. Houtrievp. In previous testimony you said: 

In the last 6 months of calendar 1957, the MATS fleet, exclusive of the troop 
carrier units which were assigned to MATS on July 1, 1957, achieved a utilization 
rate of 4.24 hours, and the utilization rate of the troop carrier units during the 
same period was 1.57 hours; combined utilization was 3.6 hours. 

This rate applies to all military air transports that will be available to execute 
emergency war plans. 

As you can see, the current utilization rate of MATS is a long way 
from the 6-hour goal. As I understand it now, you are not averaging 
up all of the categories, but you are applying this 5-hour rule to each 
category. 

Mr. Taytor. That is correct. 

Mr. McGuire. | would like to clarify one point, Mr. Chairman. 
I think it was inadvertent in your language. 

These two points have only recently been made. The implementa- 
tion of these will take a reasonable time. 

I don’t want to imply to you that that is something that has been 
done for 6 months. These points were made recently and their effect 
will be manifested in the next 6 months. 

That is my point. 

Mr. Moraan. In arriving at the optimum size of MATS, to be 
supplemented by the CRAF fleet, are you using the 5-hour peacetime 
utilization to which you have referred, or are you using the utilization 
rate that you plan to have, or is required in wartime? 

Mr. Taytor. We are using the 5-hour peacetime rate. 

Mr. Morcan. So you are using a peacetime utilization rate to 
compare with the wartime requirement for airlift to arrive at your 
optimum fleet, is that right? 

Mr. Taytor. I don’t understand that. 

Mr. Morcan. Why do you use the peacetime utilization rate for 
MATS to determine your wartime capability? 

You haven’t done this in the past. 

Mr. Taytor. The war time capability is determined by itself, and 
that determines the size of the MATS fleet. 

It happened to come about that it was just about the appropriate 
size on the 30th of April 1959, so the size of the fleet was flown at that 
level and was recorded at that level. 

Mr. Houtrisip. The peacetime utilization of 5 hours has nothing 
to do with it? 

Mr. Tayxor. It has nothing to do with the wartime utilization. 

Mr. Houirisip. Is that another figure? 

Mr. Taytor. That is another situation. 

Mr. Morcan. We understand the wartime utilization rate for 
MATS is classified so we won’t ask you for that. 
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Mr. McGuire. Obviously, it will be substantially higher than the 
figure we are using here. 

Mr. Houirietp. Remember the Berlin airlift when you flew the 
planes practically 24 hours a day? 

Mr. McGuire. We will run the fleet during wartime at a m: aximum 
degree. | would presume from an operating point of view, that within 
a certain number of weeks this rate will fall off sharply however, 
because of the required rate of maintenance resulting 
exercise of these machines and the fatigue of the crews. 

Mr. Morcan. You say vou are ts aking the 5-hour peacetime utiliz; 
tion for MATS and augmenting that with the CRAF fleet 
your wartime requirements. 

Mr. Taytor. I don’t follow you. 

Mr. Morcan. You say here that our requirement studies of the 
lift oer ty of the MATS fleet when supplemented by the Ciyi] 
Reserve Air Fleet is about right for the immediate future. 

Are you referring to the wartime requirement for the immediate 
future? 

Mr. Taytor. The controlling figure is a wartime requirement for 
the MATS fleet and the wartime production of the CRAF. Those 
two things are the controlling factors. 

Now, what the y each do in peacetime is another thing. What the 
MATS fleet does in peacetime has been arbitrary. I cay “arbitrary” 
and should say it has been actually reduced to 5 hours maximum for 
any one type. 

The product of the civil fleet in peacetime is what you get 
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result of exercising the aircraft to keep it in condition so it can perform 
its military operation and everything over and above that would go 
to the civil fleet and that will depend on how much traflie we have. 
That traffic varies all the time. 

Mr. Houirienp. So your wartime need is based on maximum 
utilization of the MATS lift capabilitv plus maximum utilization of 
CRAF capability? 

Mr. Taytor. Yes. 

Mr. Honirreitp. And it is not based on adjusting the differences 
which are now being practiced in utilization? 

Mr. Taytor. Not at all. We use everything in wartime to the 
maximum degree. 

Mr. Morcan. Mr. secretary, you indicated there is no planned 
increase in the size of MATS over the next few years. 

Is this due to a decrease in your wartime requirements projected 
over the next few vears, or are the wartime requirements the same for 
the next few vears? 

Mr. Taytor. We only have one war time requirement. I don’t 
know anything about what we will arrive at some years hence. 

We have a present wartime requirement and that is all I have 
knowledge of. 

Mr. Morcan. Well, MATS’ capability is remaining the same, 
whereas the CRAF capability continually decreases over the next 2 
years. 

I ven to try to understand why it is necessary to reduce CRAF. 

Mr. Taytor. Well, what figures are you using when you say CRAF 
will decrease over the next few vears? 

Mr. Morean. For 1959 there are 307 aircraft assigned to CRAF. 
In 1960, there are 244, and 1961 there are 173. 
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Now this is a continuous decline. 

Mr. Taytor. But those are bigger airplanes. The airplanes are 
increasing in productivity. . 

Mr. Houirietp. We will go into that point, and | think you will 
find that only to a limited extent because many of your commercial 
carriers have not improved their fleet and are not in a position to 
improve their fleet. , wale 

1 believe the comment of the staff will bear some consideration at 
that point a little later on when we get into this matter. 

Mr. Moraan. The decrease in CRAF capability is in the passenger 
field, is it not? 

In 1959 vou have approximately 145 passenger aircraft in craft, 
and in 1960 you have a figure of 160 cargo planes. The passenger 
planes this year in CRAF, the 145 are ultimately replaced in 1961 
by 35 jets. 

‘Do you mean to tell me that these 35 jets are going to have a 
capability of 145 modern passenger planes that are flying today? 

Mr. Taytor. | haven’t checked the figures, but 1 would say yes. 
Mr. Driscoll, could you answer that? 

Mr. DriscoLit. Based on the requirements and utilizing MATS 
under wartime in a complete cargo role, the passenger requirement, 
with the exception of those hard core military passenger requirements 
that must be moved by military aircraft, in combination loads, is 
satisfied by the civil contribution of the CRAF—going to your specific 
question; from 1959 through 1960 with a reduction in airplanes and 
also through 1961, the answer is, the aircraft assigned from the civil 
air fleet in passenger configuration satisfies the total military require 
ment under wartime. 

Mr. Moraan. Do you have a reduction in CRAF over the next 
2 years? 

Mr. Driscoun. Yes. A look at the total number of airplanes, and 
the 1961 fleet indicated is a tentative figure, because of the bringing 
up to date the war plans as time progresses indicating the 1961 fleet 
at this time was to permit proper programing of those aircraft. 

This figure of 173, which is the number under the date of the March 
25 allocation, may change when we get closer to the 1961 time period. 

Mr. McGutre. I think part of the problem here, Mr. Morgan, is 
that the basic deficiency, as I understand it, is in cargo capability 
and this is the point why we are so interested in this cargo develop- 
ment. 

I think also it is fair to say it is a point that has moved us to the 
direction of encouraging the cargo business in the airlines so they know 
they have this to deal with in order to expand their own capability. 

Mr. Houirreip. We are going to explore the passenger field. 

Mr. Driscou.. That is right, sir. 

Mr. Houtrieitp. Now I think we should go into the cargo so that 
we can get the full picture. 

Mr. Rosacx. Mr. Chairman, I think we ought to understand 
broadly, apart from specific figures, what the situation is here, as far 
as CRAF is concerned, and that is this: MATS considers itself basically 
a cargo operation; basically in terms of the aircraft it has. 

Mr. Houtrtevp. Is that accepted? 

Mr. Drisco.iu. That is correct in a wartime operation. 
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Mr. Ropack. And basically, MATS looks to CRAF to do the 
passenger work for wartime requirements, and since the estimates are 
that the CRAF operation in the passenger field will go from 150 gir. 
craft, or whatever it is, down to about 3 dozen, eventually you are 
downgrading CRAF almost to the vanishing point. 

Mr. Riesiman. Mr. Chairman, may we ask the counsel whether 
or not that is based on the new aircraft that are coming into CRAF» 

Mr. Driscouu. It is, sir. It is the 707 and DC-8, and those are the 
long-range series in the 1961 time period. 

Mr. Rrexuman. That would take up the difference between pasgep- 
gers in the number that we now have and what you anticipate cutting 
down on? 

Mr. Driscouu. Yes. 

Mr. Rresi~man. Of course, you can’t make that adjustment until 
you know the commercial lines will have that. 

This is a target that you are setting? 

Mr. Driscouu. For 1961. 

Mr. Riexuman. And it may have to be adjusted because at that 
time the commercial lines may not have that capability in number of 
planes. 

Mr. Drisco.u. It could be, but we anticipate they will, sir, based 
on the orders they have placed. We get the jets in 1960. That again 
constitutes or causes one of the reductions in passenger aircraft in 
the 1960 fleet. 

Mr. Morgan. Mr. Riehlman, the jet planes they are going to have 
in the fleet, the CRAF fleet in 1961 are the Boeing 707 and the DC-8, 

I don’t know what the exact passenger load is they can carry, but 
I am sure it is not over 150 and the aircraft that they have in CRAF 
today, the DC-7 and the L-1649, will carry on the order of 80 or 90 
passengers. 

This is not a break-even point here. You are not trading the same 
capability. You are replacing aircraft at a one to four ratio. 

Mr. Taytor. I think there is another figure that hasn’t been 
brought out. 

It is that the airplane gets there quicker and can come back and do 
another load quicker. You have a double ability there, and it is this: 

One is the number of passengers carried and the other is how long 
does it take to do the trip. 

Mr. McGuire. | was told that the MATS went into this subject. 
It certainly amazed me that one of these new jet planes in the com- 
mercial airlines will carry as many passengers in a year as the liner 
Queen Mary. 

Mr. Houirie.p. The figures are almost unbelievable when you 
look at them and consider the turn around time. 

Mr. McGurre. Bear in mind that we will be doing this on a turm- 
around time. 

Mr. Rosack. Since the basic CRAF operation is a passenger one 
as far as MATS is concerned, by 1961 or 1962, dependence on CRAF 
for some three dozen aircraft is a dependence which can easily be 
eliminated because there will be thousands of aircraft in the services 
and 3 dozen aircraft aren’t going to make much difference. 

That is my own observation. 

Mr. McGuire. That is not the way I understand it, Mr. Chairman. 

Mr. Houtrievp. You are referring at this time to passenger and not 
cargo? 





lo the 
€S8 are 
0 air. 
JU are 


hether 
RAF? 


re the 


assen- 
ut ling 


until 


t that 
ber of 


based 
again 
aft in 


» have 
DC-8, 
vy, but 
YRAF 
or 90 


same 

been 
nd do 
3 this: 
v long 
bject. 
com- 
» liner 
1 you 
turn- 
r one 
‘RAF 


ily be 
rvices 


rman, 
id not 


MILITARY AIR TRANSPORTATION 33 


Mr. Rosacx. For which the CRAF operation basically is intended? 

Mr. Houirtevp. It is not intended for that? 

Mr. Drisco.i. No, sir; we have all the cargo capability that the 
civil industry has that is capable of overocean flight in each of the 
1959-60 fleets, and the projected 1961 program. 

If more cargo airplanes in the civil industry become available we 
will try to get those into CRAF and will put them in, if we can. 

Mr. Hottrietp. We are going to get into the CRAF and your 
program to support CRAF, not on a subsidy basis, but upon an 
allocation of business to it now. 

We will get into that a little bit later. 

I want to refer to your statement, Mr. Secretary, at the bottom 
of page 2 and look into that. You state: 

We recognize the need, and are taking steps, to modernize MATS. MATS will 
continue to supplement its capacity with very substantial purchases of commercial 
airlift. We have every reason to believe that efficient and practical use of airlift 
by all three services will continue to grow. 

As a long-range objective, subject to the availability of modern, economical 
long range commercial cargo aircraft, civil cargo airlift will be contracted for in 
peacetime to support to a substantial degree, overseas logistic supply. 

This is a new policy and is in the direction that many have recommended. Its 
effects cannot be specificially determined at this time, but they should be material. 

Now, you have set up three standards there, all in the field of cargo 
aircraft. You say they must be modern; they must be economical; 
and they must be long range and, of course, they must be cargo. 

And you also say, subject to the availability of aircraft, as a long 
range objective, the civil cargo aircraft will be contracted for in 
peacetime to support to a substntial degree overseas logostic supply, 
and then you say that this is a new policy and is in the direction that 
many have recommended. 

I want to ask you to turn to page 5 where you comment on our 
first recommendation. 

You say this: 

The Department of Defense does not believe that substantial changes are 
required in the present policies which provide for the full use of airlift capacity 
generated by MATS through essential training. 

The peacetime operation of MATS is directed toward the training of air crews 
and support personnel and the exercise of an air transportation system and 
designed to maintain a state of readiness that will satisfy the emergency or war 
time requirements on a timely basis. 

We feel that airlift generated as a result of this training and exercise should 
be used prudently. 

It is our intent, consistent with efficient operation of military resources, to 
improve the present partnership role with civil carriers in moving peacetime 
traffic, and to contribute to improved war readiness by working closely with those 
carriers participating in the civil reserve air fleet. 

Haven’t you been doing that? It isn’t a new policy, is it? 

Mr. McGuire. Now, I wouldn’t want to take issue with you on the 
use of the word “‘policy.’”’ This was not meant in terms of something 
newly established, but certainly the implementation of our basic policy 
in this direction, and I think industry will agree with me, is a decided 
orientation of thinking here. 

This is new thinking, to be more specific, from the emphasis point 
of view. 

_Mr. Tay or. I think really, the new policy has to do with the 
limitation of MATS to its present size. 
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If you allow things to just happen, as you pointed out in that 
statement of mine—in my prepared statement—if you allow things 
to just happen, MATS gets big, then you have to exercise it and 
then there just isn’t anything left over for commercial. 

So the new policy is to take definite steps to limit the capability 
of MATS so that in exercising MATS we won’t absorb all the military 
traffic there is. 

I think that is the new policy. 

Mr. Hourrietp. In other words, the new policy is not necessarily 
to utilize MATS to a high capability but to limit it to the 5 hours, 
and this is what you conceive your new policy to be? 

Mr. Taytor. And limit its capability so it will not absorb every- 
thing. i 

Mr. McGurre. This is a byproduct, in reality. 

Mr. Rosack. In other words, the new direction of policy flows from 
the fact that MATS will be held down and you assume that business 
will grow, that is, the overall airlift requirements. 

Mr. Taytor. That is exactly right. 

Mr. Rosack. So then, you would have a larger share of business 
going to the civil carriers. 

What about in that context, Mr. Chairman, the acquisition of air- 
craft by non-MATS forces and the shift of airlift to those rather than 
to civil carriers? 

Mr. McGuire. We are not contemplating any such move as that, 
that I know of. 

We would, to the contrary, be reviewing such area to see whether 
it should be included in MATS. 

Mr. Rorack. It is a fact that every Air Force command, or at least 
the major Air Force commands, have considerable numbers of trans- 
port aircraft, as well as the other divisions of the MATS operation 
not directly engaged in transport. 

They have transport aircratt, and so you have a large complex of 
transport capability within the Air Force. 

Those other commands are faced with the same problem of re- 
placing obsolescent aircraft as is MATS. So the same probleta of 
getting large and efficient capacity to haul goods and people in ecarry- 
ing out the Air Force mission is there. 

The question is whether MATS will draw upon the expanded 

capacity which is bound to come in the other commands to do airlift 
work rather than draw on the civil carriers. 

Mr. Taytor. There is no plan to bypass them. 

Mr. McGutre. I think it would be the reverse, if anything. 

Mr. Houtrievp. It would be the reverse in that you would agument 
the MATS airlift by such expanded capacity in the CRAF program 
as you might have accrue? 

Mr. McGuire. No, I meant to imply, if I understood the point 
Mr. Roback was trying to pin down Ms ‘re as to whether or not having 
gotten what we now think of in terms of MATS. Let’s say in an 
affirmative sense, that we know what we are talking about, would this 
thing slop over into some of these other areas that are more flexible, 
conceivably, and these would grow to be as big as MATS. 

We have no such intention as that, I think it would go quite the 
other way; that these areas would be more restrained ‘and depend 
more on MATS. 
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So. I would agree with that. 

Mr. Taytor. I think that is right. 

Mr. Ronack. Mr. Chairman, may | inquire here? 

Mr. HowtriteLp. Yes. 

Mr. RoBACcK. The testimony has been that the amount allocated 
for commer ial carriers for fiscal 1960 will be about what it turned 
out to be in 1959, and not what was initially projected, because in 
1959 | think it was an estimate that ran to about $84 million. 

Mr. Taytor. $80 million. 

Mr. Ropack. And the actual expenditures run around $71 million. 

Mr. Taytor. $71 million. 

Mr. Ropack. For next year, the expenditures are estimated to be 
about $70 million, but the request to the Appropriations Committee, 
as | understand it, was in the order of $54 million. 

Will you explain that point. 

Mr. McGuire. I would like to just touch on this briefly and 
Mr. Taylor can pick it up. 

I recognize the direction of which the request of the Appropriations 
Committee went, and the matter was brought to the attention of the 
Air Force. 

It didn’t seem consistent to me the way the numbers added up, 
yet, at that time when these figures were developed, the MATS 
contracting had not reached the point where it would indicate that 
it would hit $70 million. It was falling somewhat short of that. 
This was a preliminary figure. 

Irrespective of whether this was a good or bad figure, I don’t 
think this is the point of issue. The fact is that the Air Force has 
taken the position now that it will be no less than the current year. 

Is that correct? 

Mr. Taytor. That is correct. We took a definite step and said 
we will place 10 percent of the cargo requirements on the commercial 
carriers and we have revised our budget figures. 

I am not sure that all the machinery is ground out, but we have 
revised our budget figures to correspond with the figures 1 quoted 
to you. 

Mr. Houirietp. With the $70 million? 

Mr. Taytor. With the $70 million, yes, so the budget figures are 
now consistent with what I quoted to you. 

Mr. Moraan. Was the Air Force proposal at one time for a lesser 
percentage of commercial augmentation for cargo? 

Mr. Taytor. Yes, two and some fraction of a percent of aug- 
mentation. 

Mr. Morean. You have now increased that to what you estimate 
to be 10 percent of your requirements? 

Mr. Taytor. Yes. 

Mr. Morean. What is the total amount requested this year for 
airlift through MAT S? 

Colonel Heptunp. $70 million. 

Mr. McGuire. No. 

Colonel HepLuNp. $288 million is the fund estimated figure. The 
industrial fund is $288 million for fiscal year 1960 operating expenses 
and income. 

Mr. Morean. Of which $70 million will be for commercial aug- 
mentation ? 
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Colonel Hepiunp. That is correct. 

Mr. Morean. What percentage is this, roughly? 

Mr. Taytor. You mean the overall percent? It is divided. 

Mr. McGutre. About 25 percent in a round figure, isn’t it? 

Mr. Morgan. A little less than 25 percent. 

Colonel Hepiunp. Yes, a little less than 25 percent. 

Mr. Morean. What were the statistics for fiscal 1959? 

Colonel HzpLunpb. $287.5 million as against $71 million, so you 
rough figure is 25 percent. 5 

Mr. Moraan. $287.5 was actually spent by MATS, but you re. 
quested or received some $335 million, did you not, including the $89 
million? 

Colonel Hepiunp. The original estimated volume of business last 
year was $313 million but remember that this $313 million was the 
total of moneys in the three service budgets for the purchase of MATS 
airlift. 

As we went through fiscal 1959 the total moneys and the cargo and 
passenger which were anticipated to be moved did not fully develop. 

You understand that when you are developing a program 18 months 
ahead of time, you can’t be precisely accurate. 

During the course of this year, the $313 million operating budget 
of the industrial fund has been replanned as we have gone along, and 
is now down to $287.5 as indicated on page 7 of Mr. Taylor’s testimony, 

Of that $287.5, we spent approximately $71 million, or will spend 
approximately $71 million, for commercial airlift in the current fiscal 
year. 

The $80 million was not spent basically because the total require- 
ment did not develop as the three services anticipated, so as a result 
there was no need for the $80 million of commercial authorization. 

Mr. Morcan. Was it because the requirements didn’t develop or 
because you were successful in getting service at a lower cost than 
estimated? 

Mr. McGuire. A little of both. It is hard to tell which it is. 

Mr. Houirisip. You did get some good figures on your commercial 
charges. They were quite a bit lower than your tariff rate of your 
industrial fund. 

Mr. McGuire. I might point out also, Mr. Chairman, that while 
it can be contended that the $71 million was what we were finally 
able to achieve, we had included in that the purchasing of a sub- 
stantial amount for the Lebanon and Taiwan situations. 

Now I don’t think we can project a hope for Taiwans or Lebanons 
every year. These are things that we have to face up to and I certainly 
don’t want to have those as a criteria that we must meet. This is 
extra business, extra curricular, you might say. 

I think you would agree with that, Mr. Morgan. 

Mr. Morean. Yes, we hope we don’t have to plan for these. 

(The following information, bearing on the above discussion, sub- 
sequently was received :) 

The following table summarizes the impact of the revised transport system 
peacetime operating level on airlift service industrial fund resources, airlift 
production, and financial activity. The revised estimate has been provided to the 
Department of Defense Subcommittee of House Appropriations Committee and 
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the Air Force proposes to present it to the Senate Appropriations Committee 


during the scheduled fiscal year 1960 budget hearings. 








—— —— ~ a 
Fiscal year 1959 Fiscal year 1960 
President’s President’s 
budget Revised budget Revised 
and/or | estimate and/or | estimate 
House House 
presentation |} presentation | 
— slanapinii tiene icc enamel Ml elie a ih liana 
esources: . —_ oad eo 
" Operating aircraft -- - races ; 546 546 533 533 
Common-user -- J - 455 455 442 442 
Specialized services .....-- 23 91 | 91 91 91 
Flying hours 785, 142 785, 142 829, 174 798, 596 
Common-user-. ae , dee 700, 494 700, 494 744, 330 713, 752 
Specialized services ____--- 84, 48 84, 648 84, 844 84, 844 
Airlift production: Cargo and mail ton-miles ° I 
(millions) - . ---- Aaeeactbnsediesdbead 978.8 | 978.8 | 891.4 891.4 
Military - - - wn rita add ion 908. 0 891.2 873.0 801.4 
Commercial du ° gta oa 70.8 | 87.6 18.4 90.0 
Financial data----- 22 a8 ..| $287, 526,000 | $287, 526,000 | $288, 803,000 | $292, 500, 000 


221, 652, 000 
70, 848, 000 


Military cost. , heese 220, 797, 000 
Commercial airlift cost _--- 


216, 739, 000 234, 787, 000 
66, 729, 000 70, 787, 000 54, 016, 000 





With the committee’s consent, the airlift service planned resources, operations, 
and financial aspects will be presented on the basis of the revised estimate as sum- 
marized on the preceding table. 

Mr. Moraan. Mr. Secretary, earlier you commented on the fact 
that you didn’t feel the Department of Defense should subsidize these 
commercial carriers. 

Do you feel that by spending the additional $9 million that was 
earmarked by the Appropriations Committee, you would have been 
subsidizing the commercial carriers this year? 

Mr. McGuire. I think if we don’t have a need for commercial air- 
lift and buy it anyway, this would be asubsidy. Providing, of course, 
that MATS was in fact operating at a proper level. 

I mentioned earlier that my point on subsidy is that we should not, 
and no one has ever asked us to get into the position of generating a 
requirement to satisfy another requirement. 

Mr. Houirievp. | think that is true. However, if you do have the 
lift requirement by allocation— 

Mr. McGuire. That is another matter. 

Mr. Houirieip. Yes. 

Now, this is another matter that I want to comment on, and that is 
the recommendation that you carried at the bottom of page 3 in regard 
to modernizing and moving out obsolete planes. 

The committee is pleased with your progress along that line. You 
are contracting for better types of aircraft. 

There are two questions I would like to ask at this point. At the 
top of page 4, you say: 

In fact, there are plans for modernizing the MATS fleet. C—54-type aircraft 
have been phased out of MATS and plans are underway to phase out the C—97’s. 
These phaseouts are made possible by the introduction of C—133-type aircraft. 
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Now, my “questio n is, if vou are phasing these plane S ‘ont where are 
they going? Are they being junked? Are they bein 
mercial operators, domestic ally or abroad? 

That is the first question. 

Mr. Maus. | would like the Air Force to answer that. 

Mr. Driscouu. Actually, 81 of the C—54’s that have been phased 
out were assigned as command support aircraft and they went into the 
Air Rescue Service, AMC, SAC, U.S. Coast Guard, ADC ARDC, e¢ 
cetera, and there are 16 of those C—54’s committed to the military 
assistance program, and they are in storage at this time. . 

Mr. Houirieip. What was that? 

Mr. Drisco.uu. Sixteen in storage. 

Mr. Houtrrevp. Sixteen in storage? 

Mr. Driscouu. Yes. 

Mr. McGuire. I think he means in storage, Mr. Chairman. They 
have these put away and committed them to a future delivery under 
the military assistance program and are now awaiting the delivery date, 

They are in storage for a practical purpose. They are out of our 
asset inventory. This is due to the method of funding the military 
assistance program. 

Mr. Moraan. These are to replace the C—47’s that you now have in 
the MAAG’s? 

Mr. McGutre. Mr. Morgan, I will be glad to get the answer for 
you, but from my experience in that field, the purpose of the MAAG 
plane is more of a transportation plane for the MAAG so he can get 
around and inspect his areas. 

He is limited in one city where he has teams out in force in training. 

I would think these are probably being put in the field to give to 
these air forces in some of these countries a capability that they do 
not have. 

However, | will supply you with the specifics of that. 

(The information referred to follows:) 


> sold to com- 


The 16 C—54 transport aircraft previously referred to have been committed by 
the Air Force to a future delivery date under the military assistance program. 
These aircraft are due to be physically transferred in the near future and will be 
used by the recipient country primarily for logistic support. Twelve other C-54 
transport aircraft have been recently transferred to recipient countries under the 
military assistance program, and these are being used for logistic support and 
air-sea rescue work. 

Mr. Ho.irtetp. My second question was to the ‘em which you 
are using to replace—the C-133. You have 23 of those, I believe, 
that have been delivered to you and you have 27 more on order. 

You originally conte mplated 109, as I understand it, and you have 
revised and reduced your requirements by 59 planes in this category. 

Are you operating the 23 that have been delivered to you, or are 
they still being tested? 

Mr. Taytor. They are operating, sir. 

Mr. Houtrreip. And what is the sti atus of those planes? Have they 
proven to be a satisfactory plane to vou? 

Mr. Taytor. They have had a lot of trouble and they are still 
getting worked out. Utilization ia not been very good. 

Colonel Hepitunp. We think essentially it is going to make a good 
transport airplane. It has not met the design specific ations in all 
respects, but it doesn’t have any more bugs, as we call it, than other 
new families of airplanes, necessarily. 
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Mr. Houtriexp. Is this anything to do with the safety or reliability? 
Have any of them crashed? 

Colonel HepLuNpD. We had one crash, which did require a fix on 
certain portions of the aircraft which has been accomplished. 

Mr. Ropack. Mr. Chairman, Mr. Taylor attributes the termination 
of the original 109 to the limitations on overflight capability. 

We were told at the hearing last year that this plane was being 
developed for its long-range characteristics. 

Now, is that the reason for the termination, that they don’t fly 
far enough, or is it because it is a bum airplane? 

Colonel Hepitunpb. One of the factors is a higher specific fuel con- 
sumption than originally planned. 

Mr. Ropack. When was that statement of the 109 procurement 
made? 

Mr. Taylor said it was made at a congressional hearing. I don’t 
think we were ever told about that. We were told about the procure- 
ment of 50, and the 109 was a little bit of a surprise. 

When was that first laid down? 

Colonel Heptunp. | don’t speak to the specific time nor would | 
declare that we said it before this committee, but it has been in the 
Air Force program at one time. It was no secret. 

Mr. MorGan. Was it ever funded? 

Colonel HepLuNp. No; you see when we programed the total 
number of aircraft, like this was programed, we necessarily go to 
future years and we can commit funds for only the current year as 
you know, so when we had 109 in the program we were hoping, as 
we went along, we would get the money to buy 109 if we still wanted 
them. 

Mr. McGuire. | think what the Air Force is trving to do, Mr. 
Chairman, is to show you the complete evaluation of the program. 

Programs are one thing, and funded progranis are quite another 
thing as they go down and get them. 

Mr. Monrcan. Are any operational restrictions placed on the C-133 
today? 

Colonel HepLunp. | think right today we have some operational 
restriction with respect to overwater flights. 

I would want to take a look at the situation as it is as of 12 o'clock 
today because with an airplane under development, the situation 
does change and my information is not up to date. 

Mr. MorGan. This wouldn’t be classified if there were operational 
restrictions because of certain defects? 

Colonel Hsptunpb. Not ordinarily. 

(See p. 103.) 

Mr. Houirietp. Could I move now to the third page of your 
statement, Mr. ‘T'avlor? 

This committee recommended a longer term contract in fixed 
contracts in order that the commercial aircraft companies might know 
a little bit better how to plan, and so forth, than the type of short- 
term contracts vou had before. 

This committee is pleased to see that apparently from your state- 
ments at least, that vou have gone ahead quite aways on that. Is 
that true? 

Mr. Taytor. Yes; that has been very helpful. 
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Mr. Hotirtetp. It has been helpful to you and helpful to the 
carriers? 

Mr. Taytor. Helpful to us and helpful to the carriers, and it was q 
very excellent recommendation. 

Mr. Ho.tirievp. In your statement you say that after further dis. 
cussions only three policy issues remained unresolved. 

Could you state what those three policy issues were, or do yoy 
remember? i 

Mr. Taytor. I am afraid I cannot. 

Mr. Drisco.tu. This is under the CRAF contract. One was 
activation ; the second was War Air Service Pattern; and the third 
was pricing on priorities. 

Mr. Rosackx. What were the issues? 

Mr. Drisco.yi. The issues were whether or not the CRAF should 
be activated by the Secretary of Defense in the case of a national 
emergency or whether there should be an Executive order issued by 
the President at the time of activation. : 

Based on an exchange of correspondence between OCDM and the 
Secretary of Defense and the Secretary of the Air Force, OCDM had 
pointed out that they wished to get away from the use of Executive 
orders for activation and use a more simplified procedure so in the 
standby contract, as drafted today, we have activation by the Secre- 
tary of Defense in an unlimited national emergency, and in a situation 
short of that, by the Secretary of Defense with the approval of the 
Director, OCDM, or any successor agency. 

Mr. Rorack. Was there any concern on the part of industry as to 
whether or not they would have the dignity of an Executive order? 

Mr. Driscoiu. There was in possibly two or three airlines. 

Mr. Rosack. What was that, a legal matter? 

Mr. Driscouu. It was based on a legal matter that they wanted to 
make sure the highest official in the land signed an order when air- 
craft were activated. We pointed out that under normal procedures 
within the Secretary of Defense, CRAF would only be activated under 
unusual circumstances. 

Mr. Rosacx. And is that still an issue, you say? 

Mr. Drisco.u. With the exception of two carriers, I do not believe 
it is any longer an issue. 

Mr. Rospack. Will you proceed to explain the other two points? 

Mr. Driscotit. The War Air Service Pattern, the program as it is 
now called. The carrier’s felt that this should be further developed 
before they would sign a standby contract. 

Mr. Rosack. Is that because they didn’t want to be confused by 
conflicting demands on the services by MATS for war purposes and 
by domestic-civilian needs? 

Mr. Drisco.u. Yes; this was one of them. However, an allocation 
had already been made as to the CRAF, so therefore there is no basis 
for this; the carriers wanted, however, to see what the actual War 
Air Service Pattern program would be so that those carriers who had 
essential civil routes would be able to determine whether they were 
going to be injured, let us say competitively. 

I understand there has been marked progress made in the War Air 
Service Program, and the issue of deficit and surplus routes is the 
matter of a study CAB is working on with the carriers. 

Mr. Rozsackx. What was the competitive factor? 
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Mr. Driscouu. One carrier having a route, let us say, between 

int A and point B, and giving to the CRAF, by allocation, his air- 
craft, and only having a few left to operate his certificated service 
with; whereas carrier B might not have any of his aircraft taken and 
be able to operate over that same certificated route. 

They felt that their certified business might be jeopardized thereby. 

Now this has been resolved with the exception of probably one or 
two carriers, and we haven’t heard from them. The majority of 
carriers have accepted the standby contract without the complete 
resolution of the War Air Service Pattern, based on the progress made 
in the recent CAB-industry negotiations. 

Mr. Roxsack. Does the Operations Board concern itself with 
competition amongst these carriers? 

Mr. Driscoty. No; the Operations Board only covers the opera- 
tional aspects of those aircraft assigned to CRAF. 

Mr. Houiriep. Well, then, you are making great progress by 
resolving these questions in the form of the contract. 

Mr. Driscouu. Yes, sir; we have a standby contract that has been 
basically accepted, to be negotiated individually. 

Mr. Houiriep. You say the majority of the airlines have accepted 
the draft of November 6, and you have accepted it for the Air Force 
and are negotiating contracts. 

You further say you have only completed them with one and 
negotiations are on the way with two others. 

Does this mean that only 3 of the 19 that are satisfied with it are 
going tosign up? 

Mr. Driscouu. No, sir; it is a time-consuming job to negotiate 
these. 

It is quite a detailed process, because we are negotiating a price. 
One negotiation has been completed; two others are in the stage of 
negotiation. We have requested the other 19 airlines to submit a 
detailed cost proposal for use in negotiation. 

Other requests for proposals will be mailed out in the next 10 days 
covering the majority of the carriers. 

Mr. Houtrrexp. Is it the attitude of the DOD that this is a desir- 
able solution; something you will have to do in an emergency? 

Mr. Driscouu. Yes, sir. 

Mr. Houirretp. I mean are you wholeheartedly in favor of doing 
this work now? 

Mr. Driscoll. It has to be done now, sir, because we have to be 
assured of a firm obligation on the part of the carriers and work out 
necessary implementation, indemnities, insurance, and other cost 
provisions. 

Mr. Houtrretp. We talked about also imposing an obligation upon 
the commercial carriers to solve certain problems with their personnel 
in a contractual way. 

What has been the experience of the commercial carriers? Have 
they carried out anything that you know of? 

Mr. McGurre. I would like to speak to one point on that, Mr. 
Chairman. 

You hear a good deal about this matter and the question of what 
the airlines will and will not do in an emergency. 

Mr. Houtrrevp. Yes. 
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Mr. McGuire. | am told that one of the airlines has an agreement 
with its union, and what form it took I do not know, that in case of 
labor problems that the union would agree that Government cargo 
properly certified by a proper representative of the company, would 
move, and that the necessary support, whatever was entailed in gee. 
ing that it went, would be provided by the union. 

To me, this is a very forthright decision on the part of the unions 
and the part of the airlines, and shows that these things are not ‘aa 
possible of solution when they are brought out on the table and dis. 
cussed. 

I commended the union, whichever one it was, for taking this posi- 
tion. 

Mr. Houirrevp. If we are speaking to any extent on the CRAF plan 
certainly this is a basic point in it and I[ personally could not support 
the CRAF program unless I felt that there was an assurance of reli. 
ability on their sery ices. 

Now | believe there is. 

Mr. McGuire. I agree. 

Mr. Houtrretp. Because I think the Korean airlift and other air. 
lifts we had, the Berlin airlift for instance, proved the commercial 
planes would go in and do a job, but at the same time I think that it 
is wise that they solve their problems in advance. 

Mr. McGutre. I think it is incumbent on us also, Mr. Chairman. 
that we get these problems out on the table to be discussed, boiled, 
and nailed down. ‘Then there is no problem. 

Mr. Houirievp. It was the intent of the committee to try to help 
you. 

Mr. McGuire. I think the emphasis the committee has put on 
this program has had some very good effects also. 

Mr. Rornack. Before you leave that point, Mr. Chairman, the point 
Mr. Driscoll was making, | think he should finish. 

Mr. Moraan. Could I interrupt just a second on Mr. McGuire's 
statement as to union negotiations with management for this pro- 
vision? 

Did this apply only to the CRAF operations or did this apply to 
peacetime operations under MATS contracts? 

Mr. McGuire. | am not familiar with it, Mr. Morgan. I made my 
statement on the basis that it had been reported to me and I was 
quite encouraged by it. 

Mr. Moreaan. We are advised, Mr. Chairman, that one or two 
unions have entered into such agreements with their management 
that takes care of the situation in event of a strike or labor dispute 
while the company is operating under a MATS contract. 

Mr. Taytor. I believe that is correct. I saw a draft of the con- 
tract of one of the carriers, and I believe that is correct. 

Mr. Hourrievp. I think it would be well for the committee to 
explore this further at a different time and be sure. 

(The following correspondence on this subject matter was received 
by the subcommittee:) 
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Ark Line DispatcHers Association INTERNATIONAL, AFL-CIO, 


’ 


Arlington, Va., May 8, 1959. 
Hon. Cuet Ho vtrrecp, 

House Military Ope rations Subcommittee, 

House Office Building, Washington, D.C. 

(Attention: Mr. Earl Morgan). 

DeaR ConcRESSMAN Ho iriELp: Enclosed you will find a photo copy of a 
letter of agreement executed by Pan American World Airw: ays and our association, 
which in essence assures continuity of operation of that airline for military pur- 
poses in the event of a iabor disagreement. 

We were more than happy to enter into this understanding with Pan American, 
as would any other labor union in this country. Rest assured that we are willing 
to enter similar agreements with other airlines assuring them that we would not 
withdraw our services under any military emergency. 

We hope the enclosed material will be helpful. 

Yours very truly, 
R. E. ComMercer, President 


LETTER OF AGREEMENT 


The Air Line Dispatchers Association and Pan American World Airways, Inc., 
hereby agree 
That the Dis patchers will continue to dispatch all military traffic which Pan 
American carries for the U.S. Government even though the Dispatchers with- 
draw from commercial airline service because of unresolved labor disputes of any 
type, including disputes arising out of negotiations for new contracts. 
That pay and other benefits for Dispatchers dispatching such military flights, 
pursuant to paragraph | hereof, will 
(a) for any period prior to the opening date of the contract between the 
parties be governed by the then existing contract unless modified by agree- 
ment of the parties; and 
(b) after the opening date of the contract be governed by either the con- 
tract that existed at or prior to the said labor dispute or the contraet nego 
tiated as a settlement of such dispute, whichever is more beneficial to the 
Dispatchers 
That this is consistent with the longstanding policy and performance of th 
Dispatchers and of the Air Line Dispatchers Association 
4, Any dispatcher who Is requeste d sessional hany such military flight, pursuant 
to the terms of paragraph 1 hereof, will be given a certification by an appropriate 
company operating official that such flight will be exclusively for military purposes. 
nore of such certification will be mailed to the Air Line Dispatchers Association. 
That this understanding constitutes an amendment and modification of the 
emetive -bargaining agreement between the parties hereto and, notwithstanding 
any other provisions of said collective-bargaining agreement, this agreement shall 
continue indefinitely but may be revoked by either of the parties hereto upon two 
years prior notice. 
Signed this day of April 1959 
For: Air Line Dispatchers Association: 
Ropert FE. ComMerct 
For: Pan American World Airways, Ine.: 
KverReETT M. GonLarp, 
Vice President, Industrial Relations. 


Mr. McGutre. It is a step, certainly, in the right direction. and it 
indicates the desire of the unions to recognize their responsibility and 
the carriers also. 

Mr. Houtrrevp. Mr. Driscoll, will you finish the third point, please? 

Mr. Driscoutu. The third one was pricing on priority. 

This is one where the carriers felt that since we were insisting on a 
priority for CRAF, and we term our priority for CRAF as a firm 
obligation to perform, that if the War Air Service Pattern airplanes 
should remain on the ground because they gave us all their crews, then 
the Air Force should pay for the st: anddown cost of those airplanes. 
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This is one we could not accede to, and in our discussions I belieye 
this one has been eliminated as a serious point of contention by any 
airline. ” 

Mr. Houir1exp. All right; can we step now to the Operations Board 
agreement on page 4? 

Mr. Morean. I have no questions on that. 

Mr. Roxsacx. We might ask concerning the Operations Board 
agreement that the Civil Air Board representatives tell us what the 
terms and conditions and duration of its approval were. 

We will defer on this point. 

Mr. Houirrevp. All right; the next point on page 4 is the stock. 
piling. 

How much actual progress have you made on that? We have found 
in our hearings before that there was very poor distribution of essen. 
tial spares and I see you still have not been able to get the Gander 
Newfoundland, bases because of a lack of storage facilities. 

Would someone give us some information on how much actual 
construction you have done in this field? 

Mr. Drisco.tu. Gander is one spot we have been working on and 
we have every reason to believe we will have the storage facilities and 
stockpiling completed by July 1. 

There have been MATS teams working with the Department of 
Transport and also the civil airline that will be operating that site, 
and we feel that this is under control. 

I think, Mr. Chairman, if you will note that we are now proceeding 
to support the 1960 fleet and will have the stockpiles in place between 
July 1 and September 1 of 1959 which is, we feel, significant progress 
because we will now be supporting a current fleet. 

Mr. Houirietp. I think that is good progress from what it was a 
year ago. 

Now in your next section there, “Aircraft modification,” you say 
there are still many unmodified cargo aircraft that had been in the 
fleet since 1952 and you say, for the most part, this situation has 
occurred because you have been unable to contract with the airlines 
for the required modification. 

Now why is this? Isn’t this an important thing that they would 
be modified to be instantly ready in the type of world that we live in 
today? 

Mr. Drisco.u. Yes, sir; it is. 

Mr. Ho.trieLp. Why is it that these lines have not contracted on 
this? 

Mr. Driscouu. As we have indicated, we have not been able to 
contract with them, as to getting together on terms and conditions of 
contract or in probably a few cases these airplanes change hands 
from operator to operator. 

Some have been unwilling to put, in the group A modification, the 
wiring and the brackets to receive the communications equipment. 

We still have, as of March 31, 1959, 44 aircraft that are not group A 
modified. 

We have 65 that are not group B modified, but, in those cases 
action is being taken and intensive efforts are being made to get 
them under contract, and our latest report indicates that here again, 
progress in this area is being made. 


~ oh wD 


elieve 
y any 


30ard 


S0ard 
t the 


tock. 


found 
ssen- 
nder, 


ctual 


1 and 
S and 


nt of 
» Site, 


eding 
bween 
ZT ess 


was a 


u say 
n the 
n has 
rlines 


vould 
ive in 


ed on 


le to 
yns of 
hands 


n, the 
nt. 
yup A 


cases 
o get 
gain, 


MILITARY AIR TRANSPORTATION 45 


Mr. Houtr1evp. Isn’t this an important thing, to get this equip- 
ment installed, in case you do have to call upon these people? 

Mr. Drisco.u. It certainly is, sir, and in our operational plan for 
the employment of aircraft, we have had to downgrade capability 
as a result, inasmuch as it wouldn’t be available for the first 15 or 
30 days, during group A modification at that time. 

Mr. Houirieip. Does this have any effect upon your allocation of 
business? In other words, are you using this point in any way to 
allocate business? 

Here’s a set of planes that are modified which are ready to go or 
ready to have the equipment installed, and here’s another set of 

lanes that are not. 

Does that enter into your allocation of business? 

Mr. Drisco.tu. To date, that hasn’t, sir. However, under the 
standby contract where we have agreed to pay a daily use charge for 

lanes from the time they are removed from commercial service 
until they are returned to commercial service, we have marked this 
clause for individual negotiations. 

We will not agree to pay daily charges to those companies whose 
airplanes are not modified at the time we negotiate the standby 
ORAF contract until they would become modified. 

Mr. Rosack. I would like to inquire, Mr. Chairman. 

Why are those aircraft that are not modified over a period of time 
in CRAF? 

Mr. Driscotu. Because they are cargo airplanes and we sorely 
need them. 

We need every cargo plane we can get. In 1959 with MATS, except 
for that hard-core requirement computed in a cargo role for operation 
in wartime, and counting everything we can get from the industry, 
we still will have a cargo deficit. 

There is still a deficit in 1960 in satisfying the requirements. 

Mr. Rorack. Is it a problem where you have to persuade industry 
to modify them, and that you require incentives? 

Mr. Drisco.t. It is one of persuasion to some degree. On others, 
it is the airline finding time in going through his normal maintenance 
cycle to install the group A wiring and brackets. 

Mr. Rorack. I would like to ask Mr. McGuire whether, and this 
isan abstract question, Mr. Chairman, as it isn’t meant to advocate 
a matter of policy necessarily. 

Why can’t you establish a qualified bidders’ list so that people who 
meet CRAF and other technical requirements would be the ones 
eligible for defense business? 

Mr. McGuire. If your question is why don’t we make it a condi- 
tion of bid that you must be up to date and conform to all the condi- 
tions of CRAF, obviously that can be done. 

Now, so far this point that you are raising has not been accom- 
plished. I suspect that a substantial part of this reason is because 
we haven’t got these contracts finished and worked out. 

Also, we would undoubtedly run into problems of reimbursing car- 
riers for downtime of their aircraft while modification to CRAF 
specifications were being effected. The question would arise, I am 
sure, as to whether an augmentation airlift contract would provide 
for such reimbursement. I don’t think we could guarantee that in 
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competitive bidding. I would like to point out one other facet, jf 
I may. 

You call the question an abstract question. 

Mr. Roxpack. | call it abstract only in the sense that you shouldn't 
interpret this as a recommendation of the committee. 

Mr. Houtrreip. We are exploring the point, and not making any 
recommendation. 

Mr. McGutr... This is sort of a dilemma business here, 
respects. 

We are currently in need of all the c apability, whether it be modified 
or not. [ think if we were to say, in placing a contract, that we would 
not place it, for example, with a person who has not signed a basic 
CRAF contract and whose equipment has not been modified, that we 
would get into a number of other operating problems which we may 
well have to face in conside ‘ring your abstract question. 

Mr. Roracx. May I interrupt to say, Mr. McGuire, this problem 
of needing the aircraft and they not being conformed or modified 
doesn’t mean a thing because, come an emergency, vou can get all 
the aircraft you want, civil or military. You can take any aircraft 
you want. 

Mr. McGuire. I am talking a little differently from that, Mr. 
Roback, whether we should insist that they meet our st indards in 
CRAF as a condition of contracting. If we were to do this, we would 
run head on into the question of allocation to small business and some 
of the other problems. 

This is a fact of life we have to look at. I agree with vou that ina 
national emergency it is hard to conceive of any problems in getting 
all the available aircraft we need on this matter. 

Now, whether the aircraft will be in the condition we would like to 
have them in is another question. 

Mr. Houirietp. Then from what I saw there are factors other than 
the primary national objectives which do come into this. 

Mr. McGuire. In other words, I think this might pose a problem. 
We have given some thought to this point, and we get this kind of a 
situation where a man would lease planes that were CRAF modified, 
but he might not necessarily be an approved CRAF operator. Should 
he be denied peacetime business? 

This is part of that problem. 

Mr. Rosacx. You deny a man peacetime business if he doesn’t 
have pressurized planes. 

Mr. Taytor. Up to now we have not allocated any business. We 
have put it out on competitive bids, with set-asides for small business. 

Mr. Ropsackx. The issue is the qualification of the bidder. If he 
doesn’t have pressurized equipment, he doesn’t get a passenger lift. 

Mr. Taytor. We haven’t used this as a qualification for peacetime 
cargo. 

Mr. Rosack. I was only raising the question as to whether modifi- 
cation for CRAF purposes would be appropriately a bid requirement, 
a qualification. 

Mr. Houirtetp. The question does not indicate the committee's 
position. 

Mr. Taytor. Nor does my answer, Mr. Chairman. We have 
wrestled with the problem also. 

It seems in some areas it could be a little inconsistent. 
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Mr. Morcan. You have some 30 carriers in CRAF. There would 
be no problem of getting competition if you did restrict the commercial 
augmentation to CRAF and to aircraft assigned to CRAF. . 

Colonel Hepiunp. | would like to caution in this area, because in 
1961 there will be but two airlines providing all of the passenger 
airplanes. : ' 

If in peacetime we were to give preference to those two for peace- 
time passenger needs, | think we would have a lot of explaining to do 
to many of the other carriers. 

Mr. Houirie.p. Why do you say in 1961 there will be only two 
lines carrying passengers? 

Colonel HepLuNpb. In the entire CRAF program, only two of our 
big international-flag carriers are providing all of our 37 jet passenger 
planes in the CRAF fleet. 

If we were to give them preference for our peacetime business, we 
would be buying more problems than solving. 

Mr. Moraan. This isn’t because there aren’t more jetplanes avail- 
able? You have chosen those two for purposes of convenience 

ossibly. 

Colonel Heputunp. Not we, sir, the Defense Air Transportation 
Administrator and OCDM, but it is much simpler to operate a fleet 
of airplanes than to have two or so from several lines. 

Mr. Hourrreitp. Mr. Driscoll? 

Mr. Driscoutt. On that one, these planes provide a long-range 
capability. 

You will notice they are the 320 version, not the 120 version and 
they are long-range DC—8’s. 

There is another carrier now that has procured the DC-8 and he 
may find himself in the CRAF in 1961; we want the overfly capability, 
the long range. 

Mr. Moreaan. I understood the 707—120 was long range. 

Mr. Drisco.t. It isn’t the same as the 320. 

Mr. Moraan. It is long range, but the 320 is longer range? 

Mr. Driscoii. Longer and provides a better capability for wartime 
operation. 

Mr. Houtrietp. I think we have just time before 12:30, when 
we will adjourn, to take up the testing of CRAF and explore what 
you have actually done in this. 

Mr. Taytor. Mr. Driscoll? 

Mr. Drisco.ut. Yes, sir. Actually, a plan to test the CRAF this 
summer has been developed jointly by industry and MATS. 

The plan will be submitted to the top committee of the CRAF 
for review on the 19th of this month. 

The plan basically calls again for testing the availability of CRAF 
on a CPX, or a paper exercise by the carriers reporting when it was 
available. However, we will go a little further. 

We intend to activate the operations boards. The first operations 
board was organized last week in the Pacific and the second will be 
organized this week in the Atlantic. These will be activated and 
all instructions to the carrier will pass through that board in order 
to determine the effectiveness of that type of operation. 

We will also, in order to determine reaction time, have group B 
equipment installed in certain aircraft, including the IFF in some 
of the equipment. 
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We feel it will be as realistic a test as is practical under the cireym. 
stances since we cannot divert aircraft of the regularly scheduled 
carriers to an onload base because it would be too costly and also 
disrupt regularly scheduled aircraft. 

Mr. Ho.irietp. Your regular paper plan will undoubtedly include 
sending out a call and the response from them as to how many hours 
it would take to get to your place, to take on the military load from 
the assigned status, and so forth? 

Mr. Driscouy. Yes; it will be on a no-notice basis and completely 
monitored, and the details known by industry and Government 
prior to the implementation. 

Mr. Rorack. Will this afford a basis to determine whether the 
48-hour planning requirement for CRAF can be reduced? 

Mr. Driscou.. I don’t believe the 48-hour needs to be reduced, 
The 48-hour is an end position. 

We will use every CRAF airplane that becomes available, and the 
48 hours was an end position which recognizes that certain things 
have to be done in the industry to make these aircraft available to us, 

We have to proceed from some point in the planning that we can 
be assured we have a capability, and we have provided from the 
point of 48 hours in order to lay basic plans, but this does not mean 
we will not use them until 48 hours. 

We will use them as they become available. 

Mr. McGuire. I might point out in that respect, Mr. Chairman, 
that if you get better than the 48 hours, this is a plus, and the plus 
is what you hadn’t planned on and that is what helps you win wars. 

Mr. Houirievp. I think this will be a very valuable exercise and 
we will be interested in the outcome. 

At this time we will recess and reconvene in this room at 2 o’clock. 

(Whereupon, at 12:25 p.m., the subcommittee recessed to reconvene 
at 2 p.m. this same day.) 


AFTERNOON SESSION 


Mr. Houirie_p. The subcommittee will be in order. 
We will proceed. We may have to interrupt the hearing this after- 
noon for votes on the floor. There is an appropriation bill on the 


floor, but if we do, we will try to adjourn for just a few minutes and 
return. 
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STATEMENT OF HON. PHILIP B. TAYLOR, ASSISTANT SECRETARY 
OF THE AIR FORCE (MATERIEL); ACCOMPANIED BY COL. EARL 
C. HEDLUND, DEPUTY DIRECTOR OF TRANSPORTATION, HEAD- 
QUARTERS, USAF; EDWARD J. DRISCOLL, OFFICE OF DIRECTOR 
OF TRANSPORTATION, HEADQUARTERS, USAF; RAYMOND M. 
KENNEY, JR., STAFF DIRECTOR, AIR TRANSPORTATION 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
(SUPPLY AND LOGISTICS); AND COL. JOHN M. DEVEREAUX, 
OFFICE OF THE DIRECTORATE OF PROCUREMENT AND 
PRODUCTION, USAF 


Mr. Hourrietp. Mr. Morgan. 

Mr. Moraan. Mr. Taylor, during the testimony before the Senate 
Armed Services Committee, earlier this year, on the military construc- 
tion authorization for fiscal year 1960, Major Holmes of the Office of 
the Deputy Chief of Staff of Plans and Programs, testified on MATS 
and CRAF briefly. He mentioned that the Joint Chiefs had recently 
completed comprehensive studies of the problems of the entire airlift 
problems in the Department of Defense and he said: 

In the event of general war during fiscal vear 1960-62, the airlift capability 
ean meet the planned requirements in support of all of the military services. 
Although the comprehensive survey indicated deficit in passenger capability 
and I emphasize ‘‘passenger capability” here— 
there are adequate passenger aircraft available in the civil airlines to meet this 
deficit. Action has been taken to increase the capability of the Civil Reserve Air 
Fleet to meet this deficit. 

Is this statement consistent with the testimony we have received 
here this morning? 

Mr. Driscou.. I believe it is consistent. Actually, I believe that 
what Major Holmes says through his statement was that within the 
phasing in and out of the aircraft, that to satisfy the requirements, as 
they go down the line, day by day, that within a few days there may 
be a shortage. However, that is a matter of a certain point in time 
and I believe, further, that if you consider, if this continues to project 
a deficit, there may be then assignment of additional aircraft from 
CRAF to meet this, but I believe it is actually within the first few 
days, the first 10-day period. 

Programwise, however, taking the maximum capability of the civil 
against the requirements, there 1s no deficit, and it is only when it gets 
into the actual operation where it phases in that shows a deficit for 
particular days. 

Mr. Morcan. He mentioned here: 

Action has been taken to increase the capability of the Civil Reserve Air Fleet to 
meet this deficit. 

What action has been taken to increase CRAF? 

Mr. Driscotu. The requirements as they have come down would 
show the increase and the request would then be made to the Defense 
Air Transport Administration for additional aircraft. If you will 
check the March requirement sheet or the allocation on March 25, 
against the prior one which is dated, I believe, someplace around 
January, you will find additional aircraft have been assigned CRAF 
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which, for 1959, the original constituted 295 aircraft and now there 
are 307 for 1959, and I believe there were 237, if my memory is ¢op. 
rect—for 1960, there are now 244. 

Mr. Morcan. Wasn’t this increase substantially in the cargo field 
rather than the passenger field? 

Mr. Driscotu. In the cargo field and this is providing additiong} 
aircraft. jn the passenger area, as the requirements come throu gh 
and show the need for additional assignments of aircraft, they will « 

requested and allocated. 

Mr. Ropack. Well, now, are you responding to the question that 
Mr. Morgan asked? He referred to a statement, a statement that was 
made for public consumption, that the deficit is in the passenger area, 
where usually the deficit has been in the cargo field. What is the 
situation there? 

Colonel Heptunp. If I may say so, this particular review of our 
military plannings—and I do not want to get into the classified area— 
indicate that vis-a-vis the requirements prior to that time, there was 
an additional requirement for passenger and this was reflected then in 
action, to give to DATA this increased requirement for this additional 
assignment of CRAF aircraft. 

Mr. Rornack. Then that led to an increase in passenger allocation? 

Colonel Hepuunp. That will lead to it—I am not sure that the action 
has been definitely done. 

Mr. Ronack. In other words, this supersedes the estimates of 
figures which show a decrease ; you are making the statement that 
there is going to be an increase? 

Colonel Hepiunp. Well, we are merely showing the new require- 
ments for greater passenger lift, whic h needs to be carried out by the 
CRAF participants. This lift has either been asked for or will be 
asked for, I am not clear on the timing of the thing. We are only 
trying to point out that we are relying on the CRAF in the passenger 
area as well as the cargo area, and as requirements increase, we are 
going to ask for more airplanes. 

Mr. Moraan. Will vou furnish a breakdown of the capability of 
the passenger planes assigned to CRAF in 1959 versus those assigned 
in 1961? This way we can compare the overall capability and judge 
for ourselves whether or not there is a decrease or increase or if it 
remains constant. 

(The information referred to follows:) 


CRAF passenger aircraft allocations, fiscal year 1959-61 


1959 1961 

DC-6B 12. :wadaee 
DC-7 LS f 
DC-—7B : : 31 
DC-—7C { i c 33 
L—1649A : 25 dl Jee 
DC-8 ; . - 14 
B-707-320 , 21 

-2Otal.) a y rs sah. rest, hess a ofa 146 35 


A classified statement of CRAF wartime passenger airlift capability has been 
furnished the subcommittee. 

Mr. Moraan. Can you advise the subcommittee of the directives 
or instructions issued by the Department of Defense that applies to 
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air transportation since the conclusion of our hearings last year? 
If you don’t know those offhand, will you furnish them for the record; 
we will appreciate it. 

Colonel Heptunp. I cannot speak for the Department of Defense 
but we continually revise and edit our Air Force regulations. May 
we furnish that for the record? 

(Copies of the following Air Force publications, revised since July 
1, 1958, have been furnished and are being retained in the subcom- 
mittee’s files :) 

Air Force Letters 75-8, 75-11, 75-12, 75-15, 75-17, 75-18, 75-31, 75-32, 75-34, 
75-38, 75-40, 75-42, and 76-5. 

Air Force Regulation 76-15, 76-28, 76-33. and 76-38. 

Mr. Rosack. If there are Department of Defense people here who 
are acquainted with the situation, may they respond for the Depart- 
ment of Defense? 

Well, Mr. McGuire stated in his statement that no substantial 
changes in policy would be necessary, but emphasized what he called 
the new policy in the cargo field. Are there any changes that will be 
developed in policy statements or directives; are there any changes 
contemplated ? 

You may respond to that, Mr. Smith. Do you know? 

Mr. Smitu. To my knowledge no changes have been made since 
the last hearings and none are contemplated. 

Colonel Hepitunp. Policy is primarily integral to the Air Force and 
I believe you will find we have already published it in letter form and 
I suspect there may be regulations along this line. I am not sure. 

Mr. Ropack. As far as the Department of Defense is concerned, 
everything is in status quo? 

Mr. Smitu. Right. 

Mr. Moraan. Under this ‘“New Policy’, it was testified this 
morning that an estimated 10 percent of the total MATS cargo re- 
quirements will be let out to commercial contractors. 

What is the estimated percentage of passenger requirements that 
will be contracted for with the commercial airlines? 

Colonel HeptuNnb. Right now for fiscal year 1959, it is between 37 
and 38 percent. At first blush, I may say that we may find that for 
fiscal year 1960 it will also be between 37 and 38, along in that general 
area. 

Mr. Moraan. So you will be complying with the requirements of 
the Senate year before last, that you allocate 40 percent of your 
passenger requirement, but you will still be short of their recom- 
mendation of 20 percent of the cargo, will you not? 

Colonel Heptunp. Yes. We have been around 40 percent on 
passengers right along. 

Mr. Hourrietp. Do you want to get the exact figures on cargo as 
well as passenger, what is your percentagewise cargo to the com- 
mercial people in 1959? 

Mr. TayLor. Seven point zero hyphen something. 

Colonel Hep.tunp. Approximately 7 percent for 1959. 

Mr. Houtrretp. And what is contemplated that it should be for 
1960? 

Mr. Taytor. Ten. 

Colonel Hepiunp. Not less than 10 percent. 
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Mr. Morean. We understand that a new policy was issued that 
applied to military assistance airlift, for the military assistance pro. 
gram, and that this policy was implemented July 1, 1958. 
aware of that policy, Mr. Secretary? 

Colonel Hepuiunp. If I may—— 

Mr. Moraean. Colonel? 

Colonel Hepiunp. July 1 last year—and it may be my fault for 
not having briefed Mr. Taylor on this, but we did institute a policy 
where the air eligible cargo shipped by the countries which are re. 
ceiving military aid, except for those items which were outsize, did 
move by commercial air and this has worked out very satisfactorily 
to the best of my knowledge. e 

Mr. Morcan. What percentage of the total requirement was 
shipped by MATS as being outsize or special cargo? 

Colonel Hepiunp. I cannot answer that. I have never seen 
figure on that. 

Mr. Morean. Could that be determined readily? 

Colonel Hep.tunp. We could try. 1 think that we could approach 
it, at least. 

Mr. Morean. The policy was for all of it to go by commercial with 
an exception, outsize cargo which cannot be handled by present 
commercial aircraft. 

Colonel Hepiunp. It could be easily found out for MATS, what 
proportion that would be of the total; it would be a little difficult 
to show. 

(The Department of the Air Force subsequently advised the com- 
mittee as follows:) 


Are you 


Research of our records reveals that the records are not kept in a manner which 
would make this information readily available. 

Mr. Morcan. Mr. Kenney, are you aware of a planned revision 
of the Army’s policy for air transport? 

Mr. Kenney. Yes. 

Mr. Morean. What is the status of that and what is the policy? 

Mr. Kenney. The proposed policy was to move all of the Army 
people by air transport. At the present time the Joint Staffs are 
making a further study into the requirement for maintaining the 
MSTS nucleus fleet as a mobilization force and no action will be taken 
to implement this proposed policy until all of the facts are collected 
and considered in the light of overall requirements. 

Mr. Morean. Under the planned revision, wasn’t this to take 
effect October 1 of this year? 

Mr. Kenney. That is correct. 

Mr. Morcan. What is the estimated delay necessitated by a 
further review by the Joint Chiefs of Staff? 

Mr. Kenney. Well, first, beginning in October, it was 10 percent 
per month, but the impact on the nucleus fleet, MSTS, and the overall 
cost, plus additional costs that might be incurred, have not been de- 
veloped at this particular time and this is the reason that action has 
been delayed temporarily. 

Mr. Morean. You mean, this planned revision was not based upon 
a current study that had been made? 

Mr. Kenney. I cannot say whether it was or not. 

Mr. Ropacx. Well, what is the background of the decision, that it 
is basically cheaper, that there are savings that will accrue if you move 
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by air? That is the basic concept which motivates the Air Force 
operation, 1sn t it J 

Mr. Kenney. Yes. 

Mr. Ropack. So, is it a matter of study or is it already something 
that could apply to the other Services? 

Mr. Kenney. This particular case is a matter of study because of 
the overall impact. 

Mr. Rosack. In other words, even though they might withdraw 
the carriage from the maritime trade, you would not necessarily reduce 
the MSTS nucleus fleet so the overall cost might go up? 

Mr. Kenney. That is correct. 

Mr. Rospacx. And so your savings would be only relative to the 
fact—you could compare air and sea movements, but you would not 
necessarily reduce correspondingly the maritime fleet of the Navy? 

Mr. Kenney. That is correct. 

Mr. Moraan. On the question of spending the $80 million that 
was earmarked by the Appropriations Committee for commercial 
augmentation in fiscal year 1959, did the Air Force feel compelled to 
return the unspent $9 million—or do you feel you have the $9 million? 

Mr. Taytor. No, we don’t have the $9 million. 

Colonel HepLuND. You see, the only way we get this money is 
when we provide airlift service to the customers and they pay the 
money into the industrial fund. 

Mr. Moraan. Well, by the same token, does this have any influence 
on the Air Force reduction to the 5-hour utilization rate: will MATS 
operations be limited to the amount of traffic that users require? 

Mr. Taytor. I think we are—— 

Mr. Morcan. Rather than training requirements? 

Mr. Taytor. No—in other words, first of all, the training require- 
ments of the force in being is what determines the amount of traffic 
which we generate, and so we are not, at this moment limited by hav- 
ing to put other traffic into commercial. Obviously, we are not because 
we could not do it. 

Mr. Morcan. I would like to read from a presentation made by the 
Air Force to another committee of Congress recently referring to the 
ndustrial fund: 

Under this new system, the ability of MATS to provide airlift is almost unlim- 
ited. However, a unique situation now exists in that this tactical air organization 
is now financially dependent upon the users of the airlift services which are no 
more than a byproduct of the primary MATS mission 

It further says: 

In view of the fact that the operations and the revenue have to be so carefully 
correlated, it now becomes necessary to finely balance the flying hour program, 
the airlifts to be performed and the dollars generated thereby. 

If the users are not generating the traffic and are not willing to pay 
for it, then you are, in effect, limited by your utilization, are you not? 

Colonel Hepiunp. Well, if we ever get to the point where the 
customers need for air on a continuing basis failed to fund the indus- 
trial fund, and, in turn, support the number of flying hours which we 
need for our D-day posture, then we are in trouble, and we looked at 
it with a view of trying to cope with it, and there probably would be 
a requirement for some funds from someplace to finance the readiness 
flying hours which are considered necessary, but not supportable by 
peacetime users, and this is what was meant in the statement that it 
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was sometimes difficult to finance a combat arm through Incomes 
derived from peacetime use. 

Mr. Morean. On your commercial contracts for fiscal year 1959, 
what percentage of the dollar amounts spent went to large business? 

Colonel Heptunp. Do you have those figures—I want to be sure 
that we have the right figures available. 

Thirty percent for small business; 70 percent for large business. 

Mr. Moraan. I have the figure of 67.4 percent for large business 
and 32.6 percent for small business. Is this figure inaccurate? 

( abonel Hepiunp. Well, I would like to have the opportunity to 
check that because these things change from time to time and we 
won’t get the really exact firure until June 30; but as of this date and 
time; that is the figure. 

Mr. Morean. This was using the total commercial augmentation? 

Colonel Hepiunp. 67.4 and 32.6 as of the April compilation, yes 

Mr. Morean. And of this amount that went to large business, 
what percentage of that went to CRAF operators? 

Mr. Taytor. I think I covered that. 

Mr. Morcan. Well, that was your overall, Mr. Secretary, your 90 
percent. 

Mr. Taytor. I see what you are getting at, into another division, 

Mr. Moraan. The only carrier in the large business category that 
received a MATS contract, as I interpret it, is CAT, Inc.? Ts that 
right? 

Colonel Hepiunp. Let me see if I understand your inquiry. 

Mr. Morean. Well, the total volume that they received was $34.- 
458.50 out of a total for all of large business of $47,710,305; this $34,000 
is very insignificant, or it would be a very small percentage of the total 
volume to your CRAF members considered to be large business. 

Mr. Houtrietp. You could see that large business finished out 99 
percent; they got all of it except, of the CRAF——- 

Mr. Morean. You mean of the CRAF? 

Mr. Hourrretp. The large business members of CRAF got 

Mr. Taytor. Nearly all. 

Mr. Houirreitp. Everything except $34,700 which, you might say, 
is almost 100 percent. 

Mr. Taytor. Practically all, yes. 

Mr. Moraan. Now, we will see why the total figure is 90 percent 
instead of 99, by examining the small business recipients of the MATS 
contract. Can you tell us which of the carriers listed as receiving 
MATS contracts were members of CRAF at the time they received 
the contracts? 

Colonel Heptunp. I don’t have that figure or the names of the 
carriers; they are readily available and we can certainly provide that. 

Mr. Morcan. Well, according to the staff’s analysis, at the time 
of the awards, the following were not members of CRAF: American 
International, Capital Airways, Coastal Cargo, General Airways, Los 
Angeles Air Service, and Twentieth Century. 

Subsequent to the awards, some of these members have become 
members of CRAF; they have aircraft allocated, and in certain in- 
stances these aircraft were merely transferred from another member 
of CRAF so it was not, in effect, an addition to the CRAF fleet. 

The small business members of CRAF received approximately 69.5 
percent of the small business awards. The nonmembers of ORAF 
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that were in the small business category received 30.5 percent of the 
total business going to small business, including both fixed and call 
contracts. . 

If you take the fixed contracts alone, 44 percent of the dollar volume 
went to small business operators that were not members of CRAF. 
These non-CRAF operators that received contracts did not add to the 
total CRAF capability by receiving MATS contracts, did they? 

Mr. Taytor. We have never made belonging to CRAF a require- 
ment for obtaining business on a competitive basis. 

Mr. Morean. | know you have not, Mr. Secretary, but has it been 
proposed in any of your discussions with the CAB? Was this dis- 
eussed, Colonel Hedlund, in the CAB-Department of Defense Staff 
Working Group? 

Colonel HepLuNpb. Yes; that group of which I was a member dis- 
cussed the problem, the possible advantages of giving some type of 
preferential consideration to CRAF participants and I maintained the 
view there and now that this might get us in more trouble, and it was 
decided — 

Mr. Houtrie tp. Well, let us look at it from the standpoint of econ- 
omy to the Government. Is there any difference from the standpoint 
of economy to the Government in the award of contracts in the so- 
called set-asides to small business and the award of contracts in the 
competitive non-set-aside area? 

Mr. Taytor. I did not get the question. You say, is there any 
difference in the cost to the Government? 

Mr. Houtrietp. Yes. Are you paying a premium? 

Mr. Taytor. For set-asides? 

Mr. Houirieip. You have got a set-aside here of 44 percent, let us 
savy there were 44 percent awarded to small business who were not 
members of CRAF. 

Now, in awarding that to small members who were not members of 
CRAF, I assume that came from the set-aside for small business; did 
it not? 

Mr. Taytor. Set-aside for small business and then a competitive 
bid. 

Mr. Houirieip. Within the area of the set-aside? 

Mr. Taytor. Yes; and then, obviously, it was the low bid, and so, 
let us say, the —we can assume that it would have cost something not 
to take the low bid and to give it to a member of CRAF. Now, how 
much, we can probably determine, if you would like us to. 

Mr. Houirrecp. Well, there is a question. Have you an average of 
what it costs vou to obtain service in this 44-percent area per ton-mile? 

Colonel Hepiunp. Not readily available. 1 don’t think we have 
analyzed it. 

Mr. Houirreitp. The point I wish to ascertain is whether you would 
get into trouble in other ways, and I assume that you refer to certain 
committees in Congress to accelerate small business as being part of 
the pressure that was brought upon you to make this set-aside—and 
for the time being we are not discussing whether it is right or wrong 
at all—— 

Mr. Taytor. No; I understand. 

Mr. Hourrretp. But just asking the question—now if in that area 
as the result of the set-aside for the small business people, it resulted 
Ina 44-percent award in the set-aside to non-CRAF members, 
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if the whole set-aside, including your CRAF and your non-CRaAp 
recipients of these contracts, these awards, if they cost you more than 
if it had been an open overall competition—do you understand the 
question? 

Mr. Taytor. I don’t know how I can tell that, sir, because the Other 
people did not bid on the part set aside. 

Mr. Houirietp. Well, you know the level of rates, for instanee- 
you know in the non-set-aside passenger and cargo areas—you know 
pretty well what the rates are? 

Mr. Taytor. We know what the rates we have been paying are; Yes, 

Mr. Houirretp. That is what [ mean. 1 

Mr. Taytor. Yes. 

Mr. Houtrreitp. Did you pay less or more? 

Mr. Taytor. In the set aside area? 

Mr. Hourriep. In the set-aside area per ton-mile. 

Colonel HepLuNb. We have never run that out on that basis. 

Mr. Taytor. It is not obvious that we paid more but I think that 
we would have to go back to the bids and make a study with that 
particular question in mind. But it is not obvious we paid more for 
the small business set-aside than we paid for the other. Of course. 
the large business did not bid on that particular one. 

Mr. Houirrevp. | understand. 

Mr. Taytor. And you have to write an equation there. 

Mr. Houirrevp. Yes. 

Mr. Tsaytor. And say it would have been about the same if big 
business had bid on the other area, but we would have to have that 
question definitely in mind and go back to the bids. 

Mr. Ropacx. May I inquire whether these are partial set-asides or 
complete? 

Mr. Taytor. Complete. 

Mr. Rosack. So big business would not have been able to bid—— 

Mr. Taytor. They did not bid except in one instance and their bid 
was not responsive because big business—— 

Mr. Rospack. In other words, they were not qualified to bid ona 
complete set-aside? 

Mr. Taytor. That is right. 

Mr. Rosacx. What is the rationale—and, you understand, we are 
not arguing, just asking—what is the rationale for the complete set- 
aside in which the bidders are chosen within the set-aside area. If 
you had a partial set-aside then the small business bidder would have 
to meet the best price of the bidder on the non-set-aside portion. 

Mr. Tayxor. I think that you have to get into your objectives with 
regard to small business. 

Mr. Ropacx. Well, there are partial and complete set-asides. 
What determined the Air Force to make it a complete set-aside rather 
than a partial set-aside? 

Mr. Taytor. I think that the Air Force felt that small business 
was capable of doing the job. That it was in response to the wish of 
Congress that it be set aside for their benefit. 

Mr. Rosack. Well, Congress did not express itself on whether the 
Air Force should have complete or partial. 

Mr. Taytor. Well, the kind of prices that we were getting from 
large business—we found it was not significantly different. 

Mr. Hourrrevp. Well, I asked you the question and you said you 
did not have the figures. 
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Mr. Taytor. I said I was not prepared to give you the figures on it 
but I said there was no apparent difference. 

Mr. Rosack. Mr. Taylor apparently was not following the point 
because, obviously, if the little fellow and the big fellow both could 
bid, then you would know, on the partial set-aside, what the price 
would be, the limitation on what you would pay. You would have 
the non-set-aside bid to compare it with. Do you follow the point? 

Mr. Taytor. I see what you mean. 

Mr. Rozpacx. You do not have any information as to why complete 
set-aside was followed in this case? 

Mr. TayLor. Where we had complete set-asides—well, it seemed 
logical that we do it. 

Mr. Rosack. I am sure that would be the case, but you have not 
informed us as to why you decided on that, what problems were 
ereated by choosing the one alternative or the other. 

Mr. Taytor. I don’t know that I can go back into the reasoning 
of the Air Force at that particular time. 

Mr. Rozack. That is all right; you don’t have to be embarrassed 
if you don’t know the answer. This is a complex institution that 
you are representing, with many dark corners 
" Mr. Houirretp. And we don’t know all of the answers. 

Mr. Taytor. And I only know a very few dark corners. Can 
anybody answer that? 

Colonel Heptunp. Colonel Devereaux. 

Colonel Devereaux. The determinations made in the small 
business set-asides were made mainly on the belief that there was 
plenty of competition available and small business would have the 
capability of performing this particular contract, and in view of the 
desires of Congress under section 163.04 of the appropriations act, the 
Air Force acted on that basis 

Mr. Rosack. Did you, in that connection, use a target figure, 
what you considered to be an appropriate amount of civilian traffic 
to be set aside? 

Mr. Devereaux. I did not take part in making the determination 
as to how much to set aside. Of course, if after examination we 
find that the price that we were paying on a total set-aside was ex- 
cessive, we can upset the total set-aside 

Mr. Ropacx. We understand that, but there was an initial recom- 
mendation of the Senate committee on this point, that 25 percent of 
the total commercial business would be set aside, and in final conference 
that figure was knocked out from the appropriations act, so that you 
were not bound specifically, but in effect you overcomplied; you 
responded to the point where you did better than the initial Senate 
recommendation; is that the case? 

Colonel Devereaux. In determining that, the background was 
analyzed and it was determined by the Air Force that approximately 
such and such an amount of this would be set aside, and it is still 
the policy. 

Mr. Ropack. So, somebody has a target, percentage goal, 30 or 
35 percent, or whatever. 

olonel Deverraux. Yes. 

Mr. Morcan. What percentage was set aside on the long-term 

contracts awarded in October last year? 
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Colonel Deverraux. That percentage, I believe, was 24.1. 


PRS: I am 
speaking from memory and I don’t have the record in front of me. 


Mr. Houirieip. If your memory is at fault, you may correg 
the record. 
The following statement was furnished for the record:) 


Approximately 23 percent of the total award was made to small busine 


result of set-aside action. 

Mr. Moraan. Mr. Chairman, if this is good for the Air Force and 
good for small business, maybe some of the other agencies could 
follow their example, the example set by the Air Force. I see g 
statement by Congressman Multer that the share of small business jn 
defense contracts dropped from a high of 25.3 percent in 1954 to 17] 
percent in 1958 and only 15.3 percent at Meade 

Mr. Taytor. May I spe: ak to that for a minute? 

Mr. Rireutman. I think we would have to know the criteria used 
by the Air Force in establishing what a small business really is. 

Mr. Taytor. 500 people. 

Mr. Rrenuman. 500 people? 

Mr. Taytor. Yes. 

Mr. RientMan. Certainly not in aircraft, in the transportation 
field, that they would employ less than 500? 

Mr. Taytor. If they employ less than 500 they are small business, 

Mr. Rrenuman. Well, would that be true in a carrier corporation? 

Colonel Hreptunp. That is determined by the Small Business 
Administration and not by the Air Force, I understand. 

RiEHLMAN. You have a representative from the SBA sitting 


SS asa 


in and watching these contracts as they are being let? 
Mr. Taytor. Yes, we do. 
Mr. Riexuman. And you use his advice in relation to set-asides? 
Colonel as pLUND. With respect to whether they are a all busi- 
ness or not; yes, sir. 


Mr. hesditindit And the criteria he uses is 500 employees or less? 

Mr. Taytor. There are some exceptions. 

Mr. Moraan. | believe that the Small Business Administration 
has ruled otherwise in the case of Slick and made them small business, 
= at the time they had over 500 employees. 

Colonel Heptunp. The point is that we rely on their determination; 
not our own. 

Mr. Houirietp. We can, of course, have them appear before the 
committee and testify on that point. It seems to me that someone 
in that organization ought to know whether it is 500 or 1,000, among 
those here. 

Mr. Taytor. Well, it is 500 except for exceptional cases which are 
ruled on by the Small Business Committee. 

Mr. Houirrevp. Well, this committee has been given other figures. 
Is there a representative of SBA in the room? 

(No response. ) 

Mr. Houirteitp. We will get them later. 

Mr. Taytor. You see, while the participation of small business is 
increasing in this partic ‘ular area, it was decreasing in other areas. 
I don’t suppose you want to go into the reasons for these other areas, 
but I might just say that when you start buying missiles and airplanes, 
it becomes increasingly difficult to give awards to small business who 
just do not have the capacity. So it is inevitable that small business 
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should get a lesser percent of the total defense dollar, and this is one 
area where some degree of compensation might be possible, and per- 
haps we worked a little bit in the area of giving small business what 
we could because we cannot give them as much as Congress wants, 
or as we want to. 

Mr. Houirievp. In the other fields—in the overall field? 

Mr. Taytor. In the overall field. 

Mr. Morean. The only reason for discussing this was that one of 
our recommendations was along the line that CRAF be given a 
greater peacetime role in moving military traffic. By following these 
recommendations, and by putting more airlift requirements out on 
fixed contracts, it would be helpful to the CRAF operators and would 
encourage them to modernize their fleet of aircraft. 

This analysis shows that the only aircraft added to the fleet by the 
small carriers were some DC-4’s, except the DC-6 added by Los 
Angeles Air Service which was already in the CRAF fleet; it was 
merely a transfer from Slick to Los Angeles and it did not add any- 
thing to the modernization of the CRAF fleet. 

Mr. TayLor. Generally speaking, the small business does not have 
the newer aircraft. They probably have the DC-4’s—— 

Mr. Hourrietp. Well, you are really saying this, that although it is 
your basic objective to strengthen CRAF, when it comes to this 
particular area of set-aside, you subordinate your principle of 
strengthening CRAF, with modern airplanes, and reliable service 
which is available to you, and you make the award for other reasons, 
for the desire to give it to small business and, therefore, you have to 
sacrifice your CRAF objective in order to do this; is that what you 
are saying? 

Mr. Taytor. We have never used it, shall I say, commercial pres- 
sure, to effect additional support to CRAF, additional preference to 
CRAF. 

Mr. Houirietp. Yes, but I noticed in Mr. \feGuire’s statement— 
and I think that right now it is pertinent that we should analyze his 
summary. 

He says in his summary that we must be constantly able to respond 
rapidly to any kind of an emergency and be assured of continuity of 
overseas air logistic pipelines and that this requires not only that the 
MATS fleet be effective in size and at such a level of operation that 
they can move instantly, but that the MATS nuclear fleet be sup- 
ported by well equipped commercial air fleets, so that they become a 
strong partner in the defense effort later. Also that this places an 
obligation on the Department of Defense and on the air transport 
industry as well, and one of the requirements is for the air transport 
industry to equip itself with modern aircraft so as to insure the De- 
partment of Defense of the services which are always available and 
reliable at rates which are reasonable. 

Now let us see what that means. In the first place, you want a 
situation where there is a rapid response to an emergency. 

Mr. Taytor. That is right. 

Mr. Houirienp. And in order to have that, you have got to have 
two things. You have got to have a proper MATS capability and 
you have got to have the support of a well-equipped commercial fleet, 
because you want that commercial fleet to become a strong and fully 
reliable partner in the defense effort, if needed. 

41501—59——5 
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Now, what are the obligations of DOD? 

Well, in your summary you say that it is to modernize MATS and 
you are doing that with the C—133 purchases and by the retirement of 
obsolete planes, and you are exercising it on the 5-hour basis and yoy 
are making the air transport business a full partner—well, I am not 
quite sure what that means, but I think it means that possibly yoy 
intend to work with them and to bring them along to where they 
can—I doubt if you mean a full partner in terms of cargo and pas. 
sengers. 

Mr. Taytor. I don’t think so. 

Mr. Hourrretp. You probably mean a junior partner. 

Mr. Taytor. Junior partner would be better wording. 

Mr. Ho.iFrevtp. But at the least you want them to be a strong 
partner. 

Mr. Taytor. Yes. 

Mr. Houtrretp. And you say that there are also obligations on the 
air transport industry. What are the obligations? 

You say, to equip themselves with modern equipment, and you 
have two purposes, to insure the DOD of available and reliable service 
at reasonable rates, both in peacetime and war—you are trying to 
take care of your rates by competitive bids in peacetime and, I 
suppose, by some kind of contractual arrangement in wartime. 

Mr. Taytor. The CRAF contract would be the contract—— 

Mr. Houirrevtp. Protecting you on that? 

Mr. Taytor. Yes. 

Mr. Houtrte.p. Your first requirement on them is to equip them- 
selves with modern equipment. Now, let us explore that and see 
what happens in your allocation of business to commercial airlines. 

In the first place, with regard to the 44 percent of the complete set- 
aside to small business, that is out, as far as modernization of the fleet 
is concerned, because the records show they have not modernized. 

Mr. Taytor. Yes. 

Mr. Houtrteitp. And I don’t know whether the rest of that set-aside 
shows any modernization or not, but probably not, with the exception 
of this DC-6 that was leased, it was already in CRAF, so it is no 
addition. 

Mr. Taytor. Certainly the response of small business to the need 
for modern aircraft is much less than that of large business to that need. 

Mr. Houirietp. Yes. Now, in the case of the larger business, we 
still don’t know what large or small is, but we are taking now the 
percentage of—what was it—67.4 larger business, and that went to 
CRAF 100 percent. What have they done to modernize their fleet? 

Mr. Taytor. Considerable progress has been made. I won’t say 
it is 100 percent, but they have come along very well. 

Some of the older planes may not have been replaced but they have 
come along pretty well. 

Mr. Houirretp. And you are achieving your objective there, I 
suppose, by getting competition and also by building up CRAF? 

Colonel Heptunp. Well, for instance, in the 1961 time period, as 
mentioned this morning, we will have two of our large business, 
American flag carriers providing jet equipment for all the passenger 
requirements, so by that time we will certainly be in a modern situa- 
tion. 

Mr. HouirieLp. That is in the passenger field? 
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Colonel HepLuND. Yes, sir. 

Mr. Houiri1evp. All right. 

And do you say that your new jets in the passenger field will be in 
osition to be completely modernized for the carrying of passengers? 

Colonel Heptunp. That is right. 

Mr. Ho.irieLtp. Would this mean, then, the elimination of those 
that do not have the jets in the passenger field? 

Colonel Heptunp. That is right. And it poses a question. As 
long as we are talking about small business, if we were to give pref- 
erential treatment to CRAF, it is reasonable to expect that these 
large operators would get all the business in peacetime and this would 
make the small business program a little bit difficult to comply with. 

Mr. HouirieLp. Going to cargo, what is the situation in the cargo 
field, which that faces in the future? Is that going to be different 
from the past or the same? 

Mr. Driscout. As to the aircraft, it remains practically the same. 
You have the 1049—H which is the Lockheed and the DC—6—A and the 
DC-4 and all of these three airplanes, I believe are out of production 
but what is in the inventory now, as far as the 1049—H and the DC— 
6-A, they will remain in inventory unless newer aircraft comes in 
designed for cargo. ‘The only additions to be made to that would be 
the modification, the reconfiguration of passenger aircraft of the DC-—7 
type currently being placed in the cargo configuration. 

Mr. Houirievp. Is it your intention at this time to change your 
allocation of cargo in 1960 from that of 1959, percentagewise, in regard 
to set-asides for small business and allocation to large business? 

Mr. Taytor. I would think it would remain substantially the same. 

Mr. Houir1eLp. Would remain about the same, I see. You are 
sure there is not a policy to change that as a result of your passengers 
all going into these new jets, to try to compensate for it, put more 
cargo in the set-aside? We heard rumors that is your intention. 

Mr. Taytor. I have not heard of that. 

Mr. Hourrretp. We have heard rumors that it is your intention 
to build up the complete set-aside for the area which is served by 
the DC-4 to compensate for taking the passengers into the jet area 
of the big airlines. 

Mr. Taytor. | have not heard that rumor. 

Mr. HouiFrevp. It is a new one on you? 

Mr. Taytor. It’s a new one on me. 

Mr. Hourrrevp. All right. This makes it very important, then, 
as to what your criterion of small and large business happens to be. 
We have been told that you are allocating this on the basis of 1,000 
not 500, 1,000. In other words, if a firm has 1,000 employees, then 
it is large business; if it has 980, then it is small business. 

Mr. Taytor. I believe there is some recent change or they con- 
template a change in the rules. We have been working to 500, but 
I think there has been some recent pressure to change on the side of 
the small business group. 

Now, I have not seen any new order out, but 500 is what we were 
working to. 

Mr. Hourrietp. But at least you have nothing to do with the 
determination of what shall be the criteria or the standards for 
small business? 

Mr. Taytor. We can only complain about it. 
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Mr. Hourrietp. You can only complain about it? 

Mr. Taytor. Yes, sir. 

Mr. Houirietp. In other words, the authority is in the Small 
Business Administration; is that right? 

Mr. Taytor. Yes. 

Mr. Ropack. Have you complained that this has been yp. 
satisfactory? 

Mr. Taytor. We have not heard the dictum, I have only heard 
rumors. 

Mr. Rosack. Has the Air Force made any representations to the 
SBA as to the inadequacies of small business? 

Mr. Taytor. Not to my knowledge. 

Mr. Rosack. Have you, Colonel? 

Colonel Heptunp. I know of none. 

Mr. Rorack. As far as you are concerned, vou don’t care whether 
it is 500 or 1,000? 

Mr. Taytor. We do care. 

Mr. Rorack. Have you communicated with the small business 
representative? 

Mr. Tayutor. Yes. 

Mr. Rosack. Will you show us the correspondence or communica- 
tions you have had in this field? 

Mr. Taytor. I don’t think we have written any. 

Mr. Rrensitman. May I ask you one question? Does SBA have a 
man assigned to the Department all the time? 

Mr. Taytor. We have an SBA man. 

Mr. Driscouti. The Department has one sent up 

Mr. Rrexuman. Well, does he work with your group or on procure- 
ment activities? 

Colonel Heptunp. Well, this particular office—he is in the head- 
quarters of MATT'S at St. Louis and he conducts himself along the 
lines of airlift procurement. 

Mr. Rreatman. Then he would be assigned to that specific duty? 

Colonel Hreptunp. He is located there and we look to him for 
guidance. 

Mr. Rienuman. I think that what is of concern to us and what 
we are trying to find out, is, if you have a problem whether vou have 
complained to this gentleman—it might be helpful to have his name 
and background and his experience. 

Mr. Hourrietp. Will you furnish that to the staff? 

Mr. Taytor. Yes. 

(The information referred to follows:) 

Representing the Small Business Administration: 

Mr. Elmer G. Petker, production specialist, Small Business Regional Office, 
St. Louis, Mo. Federal service, 10 months; Small Business Administration 
experience, 10 months; civilian experience, production specialist. 

Representing Headquarters, MATS: ‘ “call 

Capt. Robert Horn, MATS executive for small business, 16 years’ military 
experience including 8 years in Government. : LB. 

Mr. Robert Fouchet, executive for small business, Contract Airlift Branch, 
Headquarters, MATS. One year experience with Small Business Administration; 
7 years’ experience in Government procurement operations. 

Mr. Ropack. What I am trying to find out is whether these 
classifications make any sense or not. Sometimes an arbitrary 500 
makes sense in the clothing industry and no sense in this industry. 
We are only asking for information, whether you have any care— 
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Mr. Taytor. We do care very much and we think 1,000 would be 
most unfortunate. 

Mr. Rosack. You mean it is too big? 

Mr. Taytor. Too much, yes; too big. 

Mr. Moraan. Mr. Driscoll, you seem to be familiar with the MATS 
operations having been with MATS at one time. Can you advise us 
if small business contractors have provided substitute airlift under 
their contracts? 

Mr. DriscoLti. You mean during the current fiscal year? 

Mr. Moraan. Yes. 

Mr. Driscou. I am sorry; I could not. I have been out of touch 
since I moved to the Pentagon. 

Mr. Morcan. Colonel Hedlund, are you aware of any of the small 
business contractors subcontracting? 

Colonel Hepiunp. No. 

Mr. Morcan. Mr. Secretary, are you aware? 

Mr. Taytor. No. 

Mr. Rosack. What is the policy of permitting subcontracting by 
a contractor where there is a complete subcontract? 

Mr. DriscouL. You are talking about complete? 

Mr. Ropack. Yes. 

Mr. Driscotit. You mean where he takes a contract and immedi- 
ately sublets to somebody else? 

Mr. Ropack. That is the question I am addressing myself to. 

Mr. Driscoui.. I have never been advised of that situation while 
| was at VIATS. 

Mr. Rospacx. Well, you only had partial subcontracting? 

Mr. Drisco.u. Partial subcontracting, and the contract is quite 
specific in that regard, in effect stating what he must provide and 
what he must perform and with his own equipment and so forth, and, 
presumably, having taken the contract, if he cannot fulfill it, he would 
be required, to the extent to fulfill his contract, to completely sub- 
contract if necessary. 

Mr. Rosack. In other words, by the terms of your contract require- 
ments, complete subcontracting is not only permissible but desired? 

Mr. Drisco.u. If it is required. It is required that you fulfill the 
terms, once you have taken a contract item, either by your own service 
or by a subcontractor— 

Mr. Morcan. Do you require a preaward survey on these MATS 
contracts? 

Mr. Driscot,t. We always did and I understand this year they 
require that. 

Mr. Morean. Will you check with the MATS people and advise 
wif any of these small business contractors found it necessary to sub- 
contract under their contracts? 

Mr. Driscotyt. We can do that. 

(The information referred to follows:) 

There have been no instances where MATS small business contractors have sub- 
contracted the airlift service required under their contract except on a one-flight 
basis. In this respect there have been instances where certain of the small business 
contractors have found it necessary to procure ‘“‘substitute airlift service’ from 
another contractor on a one-flight basis in order to maintain the required schedule. 
This action has been occasioned when it has been determined that the small 


business contractors aircraft would be unable to make the flight within the time 
period allowed by the contract. The terms of the contract make provision for and 
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require the furnishing of such substitute service by the contractor in order to 
preclude unacceptable details in performance under such circumstances. 

Mr. Morean. Who has the responsibility of providing the spare 
support for the CRAF; is this an Air Force responsibility? 

Mr. Driscotu. It is an Air Force responsibility administered by the 
Military Air Transport Service through compiling the list of spares and 
then transferring to the Air Materiel Command and the Air Materiel 
Command through the agent procuring the supplies and moving to the 
carrier who will operate 

Mr. Morean. Who determines the aircraft that are admissible to 
the CRAF? 

Mr. Driscou.. This is done jointly by the Defense Air Transporta- 
tion Administration and the MATS or the Air Force representative, 
the goal being to attain the maximum capability. As far as cargo is 
concerned, all cargo airplanes are admitted. As far as passengers, 
it is desired to get the maximum overfly capacity and in the current 
fleet we have the short-range jets in 1960, a complete long-range jet 
in 1961 for passenger operation. 

Mr. Morean. What do you do with the equipment which is bought 
to support the DC-—7’s when they are taken out of the program? 

Mr. Driscout. It will have to be disposed of in accordance with our 
disposal plans. 

Let me qualify that. We will maintain a contingency reserve of 
aircraft, as I have said, in the passenger field, and to the extent we 
maintain that type of airplane, it will continue to remain. 

However, once the aircraft are phased out, supplies will be disposed 
of through military uses—we still have the C-97 aircraft and we 
transferred the spares for the Boeing 377 from CRAF back for military 
consumption. If, on the other hand, they will no longer be required we 
will follow the normal disposal procedure. 

Mr. Moraan. Are these spare parts rotated in the normal supply 
channel, or are they merely stockpiled for future requirements? 

Mr. Driscoutu. These are stockpiled for future requirements and 
maintained in usable condition by the senior lodger through definite 
established procedures for mandatory modifications and through in- 
spection procedures which have been set up on a 5-year cycle basis. 

Mr. Moraan. We read in the Aviation Daily that two cargo car- 
riers have closed a deal for the CL—44 turboprop aircraft. Are you 
familiar with that aircraft? 

Mr. Driscou.. Basically. 

Mr. Morean. Will this aircraft qualify for the CRAF program? 

Mr. Driscotu. We hope they will; we hope they will be in the 
CRAF if they do procure them. 

Mr. Houtrrevp. I notice that the Air Force is buying cargo jets. 
We were recently discussing this matter with some of the commercial 
aircraft builders, and the argument was made that the turboprops 
such as the CL-44 and the GL-207 are much more economical to 
operate and that they also can land on 85 percent of the airfields in 
the free world, and I wondered why the Air Force was buying cargo 
jets. After that briefing and having the turboprop people claim that 
operational costs could come down to as low as 4 cents a ton-mile on 
planes that carry between 65,000 to 75,000 pounds of cargo, and which 
can land on a 2,500-foot field, I wondered why the Air Force goes into 
cargo jets. 
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Mr. Taytor. I have heard similar numbers for cargo jets, as far 
as the ton-miles, but there is one distinct and important difference 
and that is the ability to land on smaller fields. 

Mr. HouiFretp. You are speaking of the turboprop? 

Mr. Taytor. Yes; which has the ability to land on these smaller 
fields and the turbojet has a higher speed but it has to have a larger 
field to land on, so I think there is a limit to the number of jet air- 
planes which the MATS could use because the large fields are not 
always Where you want them. 

There is also a requirement for jets due to their high speed and their 
ability to get there fast, but they must be confined to where you have 
completely adequate landing facilities. 

So, there is a balance there, and I would say that no single type 
would do the complete job. 

Colonel Heptunp. We are certainly interested in turboprop cargo 
airplanes, ves, indeed; and we would visualize something like this as 
being a follow-on of the C—124 type that has the ability to get into 
alot of different ground environments and still do a good modern job. 
So, it is a matter of timing to a great extent. And this is an airplane 
that is on the drawing board, but still is a considerable time period 
away. 

The Air Force feels right now a positive need of limited numbers of 
the cargo jets as basic combat unit support. 

Mr. Ho.irievp. In other words, you might say that these are spe- 
cific military considerations more than the routine—— 

Colonel Huptunp. Not for the routine lift purpose; no, sir. 

Mr. Morcan. What is the operational mission to be assigned the 
cargo jets? 

Colonel Heptunp. Well, I would have to sort out the classified and 
unclassified here. They will primarily be used to support the effective 
initial phases of the U.S. nuclear forces, sir. And, insofar as they will 
be utilized in peacetime, they will be utilized in the cargo role in 
accordance with the policy that we were talking about this morning. 

Mr. Houirieitp. Well, let us leave that and get in the airlift service 
industrial fund which is the last item. 

There are some points we may want to get into in executive session 
which we can take up later, gentlemen. 

In the airlift service industrial fund, at the time you were before us, 
I believe that you were just setting it up and you had no experience, 
actual operating experience, and you did not know whether your rates 
which were set arbitrarily would be fair to yourselves as operators or 
fair to the buying agency. 

Have you had enough experience to give us some statistical data on 
your operations and what you have charged the services, and how that 
compares with the commercial rates and just what the charge includes? 

Mr. Taytor. I think we can do that. 

We have changed the rate twice, so we have had some experience. 

Mr. Houirieip. Give us the history of that change of rates. 

Mr. Taytor. I will refer that to my colleagues; I will defer to them. 

Colonel HepLunp. As you properly indicated, last July 1 was the 
inauguration of the industrial fund in MATS and prior to that our 
planning was the best we could do, but we were not sure how right it 
would be, and as we went along into the fall, it appeared that we were 
not getting sufficient income into the till to offset the expenditures. 
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Therefore, in December we did increase the rates to a limited de. 
gree—and I can give it to you exactly if you want it, on an acroggs. 
the-board basis, so you would have a complete set t of figures—ag | 
say, we did increase the rate effective December 1. 

Mr. Hourrrevp. Can you give it in round numbers in ton-miles? 

Colonel Hepuunp. Well, it is 13 percent there were several other 
specifications, on special mission we increased the rate by doubling j it. 

Then we found that our reporting procedures were not perfect jy 
this farflung operation, that was one of the things that we found out 
and, secondly, the customers held up their shipping a little bit better 
than had been antic ipated, and so we found out, after the turn of the 
year, that we were getting more money into the till than needed- 
in other words, we were charging rates higher than needed, and it was 
in March, I believe, that we reduced the rate to 89 percent of what 
we were then charging. 

Mr. Ho.tr1evp. In other words, you reduced it 11 percent? 

Colonel Heptunp. We reduced it 11 percent, so we were almost 
down to where we were before. On the basis of this experience, it looks 
like we now have a set of rates which, within the normal order of 
magnitude, will come fairly close to making the industrial fund 
balance out. 

Mr. Houtrietp. Would that be an average of about 34 cents a 
ton-mile charge? 

Colonel Heptunp. The rates vary with the particular routes. We 
have taken the worldwide operations and separated them into six 
areas for rate purposes, and then it is our intention to try to get each 
area to carry its weight, costwise, as much as it is possible to do so, 
and, therefore, your rates as between the areas vary. I will be very 
happy to provide you with a current copy of our rate tariff. 

Mr. Houirtetp. We would like to have that, and we would also 
like to compare it with commercial contracts operating in the same 
areas, in the same six areas. 

We would like also to have the rates which commercial carriers 
charge in the same areas. 

Colonel Hepitunp. You are speaking of regular common carriage 
rates? 

Mr. Hourrietp. I am talking about the contract carriers, we have 
been talking about right along, vour fixed contracts. 

Colonel HepLtunp. The commercial carriers which we have under 
contract? 

Mr. Hortrretp. Yes. 

Colonel HeptuNb. I[see. 

Mr. Houirretp. The purpose of that is to ascertain, of course, 
whether you are charging in the industrial fund in a certain area, 34 
cents, and whether you are getting for 22 cents the same service 
from a commercial carrier. 

The further purpose would be to ascertain what your items of cost 
are in the MATS operation as compared with your items of cost in 
your commercial. 

For instance, in your cost of your MATS operation, I understand 
you do not charge insurance, capital investment, and personnel wages. 

Colonel Hepiunp. Military personnel wages. 

Mr. Hotirtetp. Military personnel wages. 
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On the other hand, in your commercial area, those points have to 
be included in w hatever rate they charge. 

Mr. TayLor. And taxes. 

Mr. Houirietp. And taxes. 

Colonel HepLuNpv. You understand, there is but one rate which 
MATS charges to the customer and it makes no difference to the 
customer whether a commercial or military airplane happens to 
have been used. 

Mr. Houirretp. Well, I understand that, but I also understand 
that if you are having a big operation by MATS, the economics of 
which do not cover the field “of ¢ harges and if the price is higher than 
your commercial charges, then your commercial people are doing 
a better job and, certainly, if you rule out all of these other charges 
and you still have to charge higher, why it does not look like a very 
efficient operation. 

Mr. Taytor. Sir, the operation of MATS is admittedly inefficient 
because it is limited to a certain number of hours of operation, and it 
is for the purpose, as we said this morning, of being ready for a mili- 
tary oper ation. 

It is used as a byproduct to lift goods from here to there. So, it is 
really hardly comparable with a commercial operation and, if you 
do compare it, it is more expensive. 

Mr. Houir IE Lp. Yes—well, we know that. 

Mr. Rosack. You really did not want the industrial fund? 

Colonel HeptuNnp. Well, we argued loud and long—— 

Mr. Houirietp. | know there is a factor of intangibility. We 
know that, but we also feel that we can pin down some facts which are 
necessary for Congress to have, and that is why the industrial fund 
was set up originally, to try to find out from a business standpoint 
what the operation is costing. 

Mr. Taytor. Wasn’t it also to spread the cost between the using 
services—which it was very effective in doing—but as far as com- 
paring the military and commercial sides, it is a little bit like com- 
paring apples and oranges. 

Mr. Houirreip. Yes, but as long as the service is given, and we 
can allow for the intangible factors, what we want to pin down is the 
cost and find out whether those costs are based on the operation, on 
your belief that 34 cents per ton-mile—is that the basis? 

Mr. Tayior. I am sorry; I didn’t hear that. 

Mr. Houirietp. On what do you base the 34-cent- -per-ton-mile 
charge to the using service on, if you eliminate capital investment, 
insurance, taxes, interest on deferred payments, and all of that, and 
you still have to charge 34 cents? 

Colonel HepLtunp. May I say, sir, I have current figures. 

Mr. Houirievp. All right. 

Colonel HepLunp. Our average MATS passenger rate on a passen- 
ger ton-mile is 23 cents, and the average which we pay under our com- 
mercial contracts is 33.1 cents. The cargo ton-mile cost averages out, 
MATS 18.5, and average of that cargo which we are buying, 24.1. 
So, our costs are not directly comparable in any sense of the word 
to commercial because we are flying 5 hours or less than the good com- 
mercial operator, and they go up to 10, or 11, or 12, or 13 hours per 
airplane per day—but the costs are less than we are paying for com- 
mercial. 
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Mr. Houirrevtp. You will submit those figures? 
Colonel Hepiunp. Yes. 
(The information referred to follows:) 


Average MATS tariff rate and average commercial augmentation rates for passenger 
and cargo per ton-mile 











Rate area | | Passenger Cargo 
rs lone ATS . f ‘ | $0 ate me 
I. Europe-North Africa (Atlantic) - ----- \\ Commercial augmentation. __-.------- . 2888 | ys 
' oe , or MATS......- bbe ack eel . 2466 | 24 
Ii. Northeast cold countries. ..........- XG Jommercial augme ntation___---_-_- +|-- wae = occas u 
le St ae sie HEAT Beco e aa phubhdiwnden . 3348 71 
III. Caribbean-South America_...-.---- |\ Counmperio al augmentation ee eee -|----- ae J coca 
7, Dont jMAT ekabiens wel aon iets - 2034 | 1541 
EV. Pacific. ....-------------e-e-e-eneoe| |\Commercial augmentation. -_---_----- | . 3705 | 2468 
asks ER Ena sacee ne dadewas-saueeese A - 2385 - 2002 
V. Alaska. ...-----.-------------------- || Commercial augmé es idiots 2853 hk 
VI. Manila-Tripoli__..........-.....--- |{MATS....--..-..------------------=-- - 2871 | - 2057 


(Commercial augmentation 


Mr. Rospack. What categories of MATS activities are included jn 
these funds? 

Colonel Heptunp. The basic areas that are not supported out of 
the industrial fund are those which the chairman mentioned, military 
personnel wages——— 

Mr. Ropack. No; I mean this: I am talking about what categories 
of MATS activities. : 

Colonel Heptunp. Well, it is not the air transport function of 
MATS—I have the list of the specific categories which are funded, 
if you like. 

Mr. Rosack. Do you include, for example, the troop carrier service? 

Colonel Heptunp. The heavy troop carrier service which was 
formerly in TAC and has now been assigned to MATS. 

Mr. Ropackx. What is the distinction between the funded and 
unfunded, outside of your regular transport operations? 

Colonel Hepuunp. None, if I get your question correctly. It was 
designed in this area of funding in the transportation activities and as 
such related only to that portion of MATS which generates your air 
transportation as opposed to the weather service or the rescue service. 

Mr. Ropack. Does the troop carrier function generate transport 
service? 

Colonel Heptunp. The troop carrier function generates transport 
service and, as of this date, there has been no thought of industrial 
funding that I know of. 

Mr. Morean. How do you charge the user service when MATS 
uses opportune airlift of AMC or SAC? 

Mr. Taytor. No charge. 

Colonel Heptunp. I am not sure I understand you, sir, but we 
did use some airplanes from outside of MATS during the Formosa 
operation and—— 

Mr. Moraan. I am speaking now of the logistics support squadrons 
of AMC; if they have to take some item of high priority overseas 
they normally stop at a MATS base if it is en route and they fill up 
with opportune cargo. If this is Army cargo that they are picking 
up, does MATS bill the Army and at what rate? 

Colonel Heptunp. I am advised that this traffic on opportune 
lift is not charged. 
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Mr. Houtrretp. Could I find out what this difference is in the two 

figures in the airlift industrial fund where you say in the statement 
that of the total revenue of $287 ,500,000, $227,800,000 will be collected 
and available for expenditures. That leaves roughly a $60 million 
gap there. Who puts that up? Is that for services? :; 
Mr. Taytor. No, not at all. That is simply the business opera- 
tiom—of a working capital—-you see, we have $75 million working 
capital and at this particular moment so much of the working capital 
js out in the operation, and if we were to close up the books, it would 
all come in and balance out. 

Mr. Rorack. Are you asking for an addition to the funds? 

Mr. Taytor. No, sir. 

Mr. Rorack. The fund is all right? 

Mr. Taytor. As far as I know. 

Mr. Ho.irieLtp. You were to get $75 million? 

Mr. Taytor. $75 million seems to be adequate. 

Colonel HepLunpb. We will go down to $46 million cash balance at 
the end of the year because of the accounts payable. 

Mr. Rorack. Which is the category of MATS activities in which 
you overestimated the most as to what the cost would be? 

’ Mr. Taytor. I don’t get the question. 

Mr. Rorack. I am trying to find out where you overestimated the 
most. When you were trying to figure out what the cost was going to 
be in setting up the tariff, where was the biggest discrepancy between 
what you charged and what you received? 

Mr. Taytor. You mean when we did not spend that much money, 
is that what you are getting at, where was the discrepancy? 

Mr. Rorack. In which activity did you make the worst guess as 
to what the cost was going to be? 

Mr. Taytor. I guess the price that we got the airlift for from com- 
mercial. 

Mr. Houirreip. That is, got it cheaper. 

Mr. Taytor. Cheaper, much cheaper—well, the price that you get 
will depend. Suppose you ask during the summer, the commercial 
carriers are extremely busy and the price goes up, but during the winter 
you can get it for much less. At one point we had hit the high spot 
and that is where the estimates were made, on that high-spot informa- 
tion, and later on we hit the low spot and so we made a bad guess as 
far as the commercial operations. 

Mr. Rorack. Can I inquire at this time as to what reorganization 
has taken place in MATS since our hearings? 

Colonel HepLunp. Yes— 

Mr. Rorack. Has there been any reorganization of the divisional 
operations, and are there any increases or decreases of activities; that 
is, in the transfer of aircraft resources of other services or other parts 
of the Air Force? 

Colonel HepLunp. I am just checking on my timing, because I am 
not sure, when we appeared last year, whether we had reorganized. 

Mr. Rorack. You had not. The hearings were in the winter of 
1958. 

Colonel Hepiunp. I was thinking of July 1, and I think that was 
the effective time for the reorganizing of the Eastern Air Transport 
Force and the Western Air Tansport Force. 

Mr. Rosack. Have you acquired any other activities? 
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Colonel HepLtunv. Not that I know of. 

Mr. Rosack. Do you have what is referred to as independent units? 

Colonel Heptunp. I want to be sure I understand what yoy are 
speaking of. 

Mr. Rosack. Last year you told us about technical services like 
weather and communications. Those are still with you? 

Colonel Heptunp. Yes. 

Mr. Ropack. Have you reorganized? 

Colonel Heptunp. The air transport function under the Single 
manager principle. 

Mr. Rosack. Taking the whole MATS operation, what have you 
acquired in the way of activities in addition? 

Colonel Heptunp. There are some little activities. 

Mr. Rospack. Are they classified? 

Colonel HepLtunp. No. 

Mr. Rosack. All right. 

Colonel Hepiunp. | am trying to get my thoughts lined up. 

Number one, MATS now has responsibility for contracting with 
commercial air carriers for augmentation, whereas heretofore that had 
been an Air Materiel Command function. 

MATS has a function in Iceland where they run the base and it is 
the only Air Force operation there, and they, therefore, have the re- 
sponsibility for fighter intercepter units. 

Mr. Rorack. That is a new kind of a function for MATS, to have 
a fighter group, is that right? 

Colonel Heptunp. This is not, now. 

Mr. Rorack. This is the first time MATS shoots anything? 

Colonel HepLunp. Well, this is not new at all, sir, it has been some 
time under the control of MATS. 

Mr. Ropack. It has? 

Colonel Hepitunp. Yes, sir. 

Mr. Rosack. Was that for convenience? 

Colonel Hepiunp. For convenience. We don’t want to put in 
additional overhead personnel, and these units operate independently 
for all practical purposes, as far as their combat mission is concerned, 

Mr. Rosack. What other activities? 

Colonel Hepiunp. I cannot think of any major ones. 

Mr. Rosack. The statement was made by Mr. Taylor, I believe, 
that since Mr. Forrestal had combined the Navy and Air Force 
Transport Services in 1948, the first major reorganization to follow 
was the single manager concept which occurred at the end of 1956, 
some 8 or 10 years later, and it was the first major reorganization 
since 1948. 

Now, you have no other major activities transferred you in terms 
of aircraft? 

Colonel Hepuunp. No, sir. 

Mr. Rosack. Are any contemplated? 

Colonel Heptunp. Not at this time. The Air Force has recently 
taken a new look into this area and recommended no additional trans- 
port forces be put into MATS at this time. 

Mr. Rornacx. Have studies been made by the commands which 
have transport aircraft, and I believe all of them do, as to whether 
they should be a part of MATS? 

Colonel Hepiunp. I cannot speak to that. I do not know. 
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Mr. Roxsack. Has the Air Force requested the commands to make 
a special study? 

‘olonel Hepiunp. Not that I know of, and, sir, we feel that we 
have the views of the major commands because of our close association 
with them. 

Mr. Ropack. Well, it is a fact that studies have been made in at 
least two commands as to whether their transport aircraft ought to 

into MATS, and the conclusion was that they ought not to. 

Colonel HepLtunp. That would be the normal thing to expect. 

Mr. Rozsack. What type of review do you make as to whether other 
activities should be transferred? 

Colonel HepLunp. Well, we try to keep in mind the basic purpose 
for which the unit exists, and these are associated with the transport 
function, and we try to see if any manner of improvement would 
result —— ; 

Mr. Rosack. Well, Mr. Taylor said that at the time the single 
manager had been set up, which was at the end of 1956— 

Colonel Heptunp. Mr. McGuire said that. 

Mr. Ropack. Well, he said that at that time it was a limited transfer 
because MAT'S could not digest all the aircraft which could have been 
transferred, and that was several years ago. What was the problem 
then? 

Colonel Hepiunp. If I recall the reasoning at that time, there was 
a proposal that every transport aircraft in the military service, 
regardless of what use it was being put to, be put into the single 
manager—under the industrial fund operation. We had no experience 
in this area and experience has shown that it is a very cumbersome and 
time-consuming operation. 

Mr. Ropack. Are you talking about the industrial fund or the 
single manager? 

Colonel Hevtunp. I am talking about the industrial fund portion 
of the single manager activities. 

Mr. Roxpack. Does it follow that there are activities that ought to 
be thrown out; for example, the troop carrier function? You have 
really a divided troop carrier service, do you not? 

Colonel Hepiunp. In a sense. 

Mr. Rorpackx. What is the rationale for that division of labor? 

Colonel Heptunp. Well, I suspect in all of these things, of course, 
there are several answers that you could come to. The original 
thought wes to bring together the four-engine type airplanes that 
were in troop carrier into MATS and this was while we had the C—119 
and the C—124 in TAC; and the rationale then was to bring the four- 
engine transports, the common type of the TAC and MATS, into 
MATS. 

Mr. Ropack. And the experience has been, and your judgment, as it 
stands now, is that these transport aircraft ought to stay with the 
commands basically, that as far as any basic transfer is concerned, 
MATS has had it. I understand that you are required to make an 
annual review of this matter. 

Mr. Driscoii. The annual review did not recommend any air- 
craft go in or any aircraft go out and this was based on the reasoning 
that our wartime mission would not be enhanced by their going to 
MATS and there would be no overall economic savings. 
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Mr. Rosack. And, therefore, I am asking, would the wartime mis- 
sion of—the Tactical Air Command has the troop carrier function? 
Mr. Driscoti. Yes. Another reason why they were put into 
MATS is that their mission and MATS coincide and it was to enhance 
the D-day posture. 
_ Colonel Hepiunp. Well, you can argue either way but very largely 
it comes down to opinion. = 

Mr. Rosacx. What is the concept of the single manager in this 
field at this time? Is it basically that the single manager would con. 
trol a transport function of the common user type, or was it, as 
MATS developed, the concept of an integral arm of SAC and other 
combat commands? What is the function of the single manager jin 
relation to air transportation? 

Colonel Heptunp. Well, the assumptions were outlined in the 
directive and were designed to bring it together under one manage- 
ment. 

Mr. Rosack. Not all transport, because experience showed that 





is 

Colonel Hepiunp. The air transport capability which provided 
common user airlift on a continuing basis for all services worldwide 
to bring this under a single type of management. 

Mr. Rosacx. What types of services lend themselves to the single 
service management? Is it scheduled operations; is it the fact that 
more than one service is involved; is it the fact of peacetime traffic 
and—do you follow me? 

Colonel Hrpiunp. Well, the basis of that is, to me, in the trans- 
portation area of having an operation of this kind, is to get some 
continuity of the type of service that you are after, and the various 
services all look to the same operator for the lift to provide them the 
necessary service worldwide, and they are all treated out of the same 
pocket, as it were. 

Mr. Rosack. Well, SAC does not look to MATS to do certain 
important missions of their own, and the aircraft have never been 
transferred. Why should the Army and Navy look to MATS? 

Colonel Hepuiunp. I indicated the type of airlift which is just 
common user, continuing, scheduled type of operation. 

Mr. Rosack. That is the type of operation which is contemplated 
in the single manager setup? 

Colonel Hepiunp. That is right. 

Mr. Roxpackx. And MATS always had, and does now have, a. dual 
function, does it not? It has a military command function and the 
business type of function which is called single manager, making 
MATS a kind of hybrid single manager, you might say. There is 
another function involved that may be more important? 

You see, we are trying to understand the single-management 
function in the air transportation field. 

Many agencies have stated that MATS has never fulfilled its 
function under a single manager. We haven’t come, in 10 years, 
very far from the original initial combination of just certain transport 
aircraft of the Navy and the Air Force. 

Colonel Hepiunp. Well, I suppose this is a point that is similar to 
many others. It is the matter of how best to organize, and many 
times there are differing ways to organize, sir, if I may be so pre- 
sumptuous. 
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You might compare it for a moment with our Military Sea Trans- 

rt Service, which again is organized to provide this over ocean, 
common user transportation, for all users of that service. Yet, they 
don’t have all of the oceangoing vessels and the oceangoing cargo 
yessels, let us say, within MSTS. 

Mr. Kenney. Mr. Roback, I would like to add one thing on the 
single manager for airlift service operation. 

riginally, when the single-manager concept was being applied to 
MATS, it included more than just the common user activity. 

It also provided for an attached airlift service. This was a service 
that could have been the same service that the SAC support was 
providing. Say Ale 

Mr. Ropack. Is that what they call organic airlift attached to the 
command? 

Mr. Kenney. That is correct. This would have been attached 
airlift. The use of the attached airlift would have been under the 
jurisdiction of the commander to which the organization was assigned. 

One of the basic reasons for establishing MATS as a single manager 
was that, according to the estimates of requirements and capabilities, 
there never was enough airlift to satisfy military requirements. 

It was felt that the entire military airlift capability could be used 
more effectively if it were under the control of a single individual 
rather than being parceled out to individual commanders who would 
use it solely for their own purposes. 

All of the airlift in MATS is under the direct control of the Joint 
Chiefs of Staff. When there is a shortage, the airlift can be assigned 
the priority task by the JCS in each case. After World War II, when 
we had a big airlift effort, there was a considerable consolidation of 
military airlift forces in order to do the job properly. 

That wasn’t all MATS. In the Berlin airlift, the Air Force troop 
carriers and Navy squadrons participated in that lift, and the same 
thing happened in the Korean airlift. 

The idea behind the airlift single-manager concept was to give one 
man the knowledge and the control over the airlift resources that were 
available in order to improve the effectiveness and economy of airlift 
service operations throughout the Department of Defense. 

Mr. Ropack. That made commonsense just looking at it, didn’t it? 
That was a commonsense concept. 

Now, has experience shown that that doesn’t apply any more? 

Mr. Kenney. Not conclusively. 

Mr. Ropack. It is up in the air. In the future, you might want to 
make some decisions about it, but at this stage of the game, there are 
no indications that you should continue with that concept? 

Mr. Kenney. There are no indications to us that we should not 
continue with it. 

Mr. HouirieLtp. That you should not continue? 

Mr. Kenney. That is correct. 

Mr. Rosackx. Now, you have been studying, have you not, the 
transportation business in the Department of Defense? 

Mr. Kenney. This is correct. 

Mr. Rosackx. What was the nature of that study? What inspired 
it? When will it be completed, if it has not been done? 

Mr. Kenney. It was started in July. 

Mr. Rosacx. Which year? 
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Mr. Kenney. July 1958. It was to take a look at the role—whic), 
study are you talking about? 

Mr. Ropacx. I ask this question because there have been many 
studies referred to and I want to be sure the record reflects what they 
are about. 

Let me put it this way: There has been in progress, has there not, 
a study by Mr. McGuire’s office which covers, in some part, trans. 
portation? 

Will you describe that study; the context; the objectives, as far 
as this particular field is concerned, and if the study is finished, or 
if not, when will it be finished. 

Mr. Kenney. In terms of this study? 

Mr. Ropack. We are talking about this study now. 

Mr. Kenney. I would like to have Mr. Smith comment on that. 

Mr. Rosack. Very good. 

Mr. Hourrretp. Mr. Smith. 

Mr. Smiru. The transportation phase of the Logistics System 
Study Project (LSSP) was testified to by Mr. MeGuire in his state- 
ment before this committee. It started about February, I believe, of 
1958. 

This study was to cover the performance of the three transporta- 
tion single managers (MTMA, MSTS, and MATS) and also the 
other transportation elements within the military departments to 
determine to some extent their effectiveness and whether organiza- 
tion and management techniques employed were geared to obtain 
economical and efficient utilization of transportation resources and 
to make appropriate recommendations for any changes. 

The last in this study that I received was December 1958. Since 
that time we have had a group of about 14 or 15 people spending all 
their time analyzing the five reports which were received. There is an 
Army unit report, a Navy unit report, an Air Force unit report and 
one for overseas (the European unit report) and, in addition, there 
was one composed entirely of motor vehicle management. 

The motor vehicle management report is being handled separately, 

— the first meeting with regard to it by the steering group will be 
1 Thursday, May 14, 1959. 

° The other four unit reports had to be combimed into one report 
and this is the one on which we have had these people working since 
the 9th of February 1959. 

This report should be in condition to submit to the so-called steer- 
ing group for consideration in about 2 or 3 weeks. The first summary 
of the motor vehicle report and the one report covering the four other 
teams should have steering group consideration within the next 30 
days. 

What the outcome will be after the reports are considered by the 
steering group, I couldn’t say, of course. 

The steering group will come.up with certain recommendations 
which in turn will be referred to the DOD LSSP Policy Board for 
adoption, change, or rejection. 

Mr. Rosack. Does that study concern whether there could be addi- 
tions or subtractions in regard to MATS? 

Mr. Smiru. No; 1 don’t believe there is a single recommendation 
in the Air Force unit report that has to do with either enlarging or 
contracting the MATS concept. 
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Mr. Rosack. What tvpes of problems are the subject of the study? 
tam talking about MATS now. 

Mr. Suiru. Well, one of the recommendations is, to give you an idea 
of some of the problems in there, that the technical services which were 
assigned to MATS for administrative convenience should be taken out. 

Mr. Rosack. That is a recommendation? 

Mr. Suirn. That is the nature of one of the particular recommenda- 
tions in the group. 

There are other recommendations as to removing the traffic man- 
agement function from both MATS and MSTS and putting it some 
place else. 
~ Mr. Ropack. You say MS'1S or is it MTMA? 

Mr. SmitrH. MATS and MSTS. 

1 believe there were a total of 125 recommendations in the 4 trans- 
portation reports. 

It would be rather difficult without having those before me to tell 
you what they concern. 

' Mr. Ropack. Do those recommendations in some substantial part 
bear upon matters discussed at the subcommittee’s hearings and 
taken up in the report? 

Mr. Surin. | would say only to a limited degree. 

Mr. Ropack. You mean the question of reogranization of the traffic 
management functions would be a limited aspect? 

Mr. Situ. Yes; there are recommendations on that subject in the 
report. 

Mr. Roxsack. There are recommendations? 

Mr. Smitu. There are recommendations on the subject; two of 
them. 

Mr. Rosack. You don’t believe, as you sit there, that we would be 
interested in that report? 

Mr. Smiru. | think when it is ultimately disposed of by the Policy 
Board, you will be verv much interested. 

Mr. Ropack. After it has been butchered to pieces, we can have it. 
Is that what vou mean? Can we have a copy of the draft report? 

Mr. Situ. | couldn’t answer that. 

Mr. Rosnack. Will you find out and advise us as to whether we can 
have a copy of the draft report? 

Mr. Svirn. Are you talking about the report of the study units? 

Mr. Rosack. The working papers, the raw material of the unit 
reports. 

Mr. Smiru. The unit reports? 

Mr. Ronack. We are interested in the factual material involved. 
We would like to get a look at it. 

Now, Mr. Kenney, can you advise us as to the status of the report 
you are concerned with? What kind of report are we talking about? 

Mr. Kenney. We were asked by the President to make a study 
of the role of MATS in peacetime and in war. 

Mr. Rospack. When was that requested? 

Mr. Kenney. July 1958. We have been working on this report 
since that time and expected to have completed it earlier, as you 
know. But we did not receive all of the inputs necessary to complete 
this study until about the middle of April 1959. 

We now feel that we have most everything we need in order to 
complete our report to the President. 


41501—59——-6 
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Included in this study is a detailed review of the military airlift 
requirements and capabilities in a general war. It also looks at the 
limited war requirements and capabilities, as well as the peacetime 
requirements. 

There were contacts and discussions with the air industry to seek 
their views and comments relative to the study we are making. 

We received many comments from them which have been analyzed, 
In addition, we have received information from the Air Force, the 
Navy, and the Army. 

We are consolidating all of this information and it will be con- 
sidered in preparation of the final report. We estimate now that it 
will probably be about the middle of next month before the report is 
ready to be made to the President. 

Mr. Rosack. Is there a draft copy of the report now made? 

Mr. Kenney. No. 

Mr. Rosack. There is no draft of the report? 


Mr. Kenney. No, just parts of it. 
Mr. Ropack. But there are papers? 
Mr. Kenney. That is correct. 


Mr. Ropack. Now, when that report is completed and presented to 
the President do you suppose a copy will be available to this committee? 

Mr. Kenney. I couldn’t answer that. 

Mr. Rosack. Do you have any reason to believe that executive 
privilege will be pleaded in regard to this report? 

Mr. Kenney. I don’t see why. 

Mr. Ropacx. You don’t see why. The subject of the report is a 
matter of interest to the committee. Industry has been solicited for 
views, and this is a matter in which the committee would have a 
legitimate interest, and you anticipate from where you sit there will 
be no particular difficulty in our getting a copy of this report? 

Mr. Kenney. This would be my impression. 

Mr. Rosack. Thank you. 

Now you said in that report there was a discussion, amongst other 
things, of the limited war requirements and capability of MATS, is 
that right? 

Mr. Kenney. That is correct. 

Mr. Rosack. It has been testified to here that CRAF has to per- 
form certain wartime functions, and all those were directed toward 
an all-out war situation; were they not? 

Mr. Kenney. CRAF only. 

Mr. Rosack. That is right, a strategic kind of requirement. 

Take, for example, the 35 or 36 passenger aircraft that will be in 
CRAF within several years. 

They will be the only passenger aircraft. Obviously, you are not 
going to pull these jet aircraft that are running scheduled for the 
airlines, you are not going to pull them off if you have some kind 
of crisis here or there of a limited or brush fire type. Isn’t that true? 

Mr. Kenney. I couldn’t say. I would say it depends on the 
situation. 

Mr. Ropack. That is a reasonable assumption, isn’t it? 

Mr. Kenney. It would depend on the severity of the situation. 

Mr. Ropack. I mean barring all-out war, talking about a war in 
a limited sense or a crisis that develops in which you have to take 
certain preparatory actions as in the Lebanon or Matsu or Quemoy 
type situations. 
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You are not going to pull the aircraft out of the airlines and put 
them to work, are you? 

Mr. Kenney. I hope we wouldn’t get into a situation where we 
would have to do that. 

Mr. Ropack. So, what kind of CRAF do you need for a limited 
war? You need a different kind, do you not? 

Mr. Kenney. Mr. Driscoll has been working with that. 

Mr. Rosack. Can you enlighten the committee, Mr. Driscoll? 

Mr. Driscoti. We have been working on what we call a partial 
mobilization of the CRAF. 

As the CRAF program is presently designed, it may be activated 
under two sets of circumstances. One is unlimited national emer- 
gency and, two, situations short of an unlimited national emergency. 

However, recognizing we may need a lesser number than the 
current CRAF gives us, which for 1960 is 244 airplanes, and one of 
the rules in the contract, we take all or nothing. 

We have been working with industry since last November attempt- 
ing to come up with a set of rules and principles from which we can 

overn partial mobilization. 

We came up with a set of principles that we solicited the views of 
industry on. We have those. 

We have no set pattern as yet, but we plan, within possibly the 
next month to 2 months, to be back in session with industry trying 
to work out a suitable system of getting aircraft in increments of 50 
each. 

Mr. Rosack. Fifty each from whom? You mean timewise? 

Mr. Driscouu. No, increments of aircraft from the entire industry 
recognizing that we want possibly 50 percent of each increment to 
be cargo and 50 percent to be passenger. 

Mr. Rospack. Is the idea that you would not draft one airline 
completely and leave another untouched, but you would shave off 
one or two planes from each? 

Mr. Driscott. To the maximum extent possible to satisfy our 
requirement, we would follow equitable apportionment. 

Mr. Roxpackx. Do the small carriers which are more geared to 
irregular operations shall we say, or special kinds of operations, 
the ones that don’t require scheduled work, do they have a larger 
role to play in this? 

Mr. Driscott. We had two principles to be followed before we 
go into a partial activation. 

One is that MATS normal contracting methods would obtain 
the maximum amount of lift possible. After that, we would advise 
the industry that an unusual situation pertained and ask them to 
volunteer aircraft and if we didn’t get sufficient through those two 
methods, then and only then would we go for partial mobilization 


-on an allocation basis. 


Mr. Rospack. You mean that is a last-resort proposition? 

Mr. Driscott. That is the last resort—partial mobilization or 
activation on an allocation basis. 

Mr. Roxsack. Now when is the plan for partial mobilization going 
to be prepared? 

Mr. Driscott. We should be back in sessions with industry 
within 30 to 60 days on this. 
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We have been trying to complete the full activation, the contracting 
procedures and the actual contracts on this before we proceed on the 
partial. 

Mr. Houirietp. We are going to have to adjourn the committee 
now and we haven’t been able to get to General Morris, but we are 
going to have to answer a call to the floor to vote right away. 

Can you folks come back in the morning and we will finish with 
you first thing and then we will put on General Morris. 

Mr. Taytor. Say at 10 o’clock? 

Mr. Houirtetp. Yes, 10 o’clock. 

(Whereupon, at 3:55 p.m., the subcommittee recessed, to reconvene 
at 10 a.m., May 12, 1959.) 
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MILITARY AIR TRANSPORTATION 


(Executive Action in Response to Committee Recommendations) 


TUESDAY, MAY 12, 1959 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON MILITARY OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m., in room 1501—B, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee) presiding. 

Present: Representatives Holifield, Griffiths, and Riehlman. 

Also present: Herbert Roback, staff administrator; Earl Morgan, 
chief investigator; and Paul Ridgely and Robert McElroy, of the 
subcommittee staff. 

Mr. HouirreLp. The subcommittee will be in order. 

We will continue with our witnesses from MATS. Mr. Taylor. 

Mr. Moraan. Yesterday, we had a discussion with Secretary 
Taylor on the $80 million set aside or earmarked for commercial 
augmentation, and the question was whether or not the Air Force felt 
that they had received the $80 million and were obligated to spend 
the $80 million. In view of the fact that they do not plan spending 
the $80 million, what happens to the other $9 million? Is this re= 
turned by the Air Force to the Treasury of the United States? Would 
you want to try to clarify that, Mr. Secretary? 


STATEMENT OF HON. PHILIP B. TAYLOR, ASSISTANT SECRETARY 
OF THE AIR FORCE (MATERIEL); ACCOMPANIED BY COL. 
EARL B. HEDLUND, DEPUTY DIRECTOR OF TRANSPORTATION, 
HEADQUARTERS, USAF; EDWARD J. DRISCOLL, OFFICE OF 
DIRECTOR OF TRANSPORTATION, HEADQUARTERS, USAF; AND 
RAYMOND M. KENNEY, JR., STAFF DIRECTOR, AIR TRANS- 
PORTATION DIVISION, OFFICE OF THE ASSISTANT SECRETARY 
OF DEFENSE (SUPPLY AND LOGISTICS) 


Mr. Taytor. We feel the Department of Defense did receive the 
$80 million and we did not spend all of it. I believe the figure is $71 
million—approximately $71 million which we expect to spend by the 
end of the fiscal year. And we will return whatever balance there is 
below the $80 million to the Treasury. 

Mr. Moraan. Earlier this year there was some talk of the Air 
Force running a CRAF exercise in which you would actually call in 
the CRAF fleet to participate in maneuvers or some similar exercise. 
What was the reason that that exercise was not carried out? Mr. 
Driscoll, are you familiar with that? 
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Mr. Driscoiu. Actually, I do not believe there was ever any plan 
in being to call in CRAF airplanes for a so-called realistic test. MWe 
have had many discussions as to what is the best test method of testing 
CRAF reaction. In the discussions with industry and through the 
CRAF network, we have come to the conclusion that the only way 
that CRAF can be tested so far as the moving of the aircraft is eon- 
cerned, is a CPX exercise. 

Mr. Moraan. You mean there was no thinking in the Air Force 
of running an actual test—maybe they were not going to use the 
CRAF in actual maneuvers, but they were going to use MATS 
aircraft and the CRAF fleet would supplement MATS’ normal 
channel operation. 

Mr. Driscott. You are talking about something different than 
the testing of CRAF. There would be a civil augmentation. That is 
what you are talking about, is it not? 

Mr. Morean. We understood it to be an exercise of CRAF. Maybe 
you call it something different. ! 

Colonel Heptunp. There was basic consideration at one time 
that we might have a large-scale exercise of various combat forces 
during this current period. There was considerable study and because 
of the various funding aspects—— 

Mr. Morean. Could you have used a portion of the 9 million that 
is now unobligated or unexpended for such an exercise? 

Colonel Hepivu ND. Itis quite likely that had we bought additional 
commercial at that time for this exercise, we would have spent addi- 
tional commercial money during that period. However, there were 
other overriding factors in the consideration of this entire project. 

Mr. Houtrtetp. Do you consider the paper exercise realistic enough 
to give you the data that you wished? 

Mr. Driscort. On the CRAF side, I believe it is the only way 
that we can get the data, because with the 250 planes, approximately, 
that are in the 1960 fleet, many belonging to the scheduled carriers, 
to try to bring those in on a CRAF basis would be very expensive 
and would disrupt the entire industry. 

Mr. Houirtetp. Do you have a simulated war plan in which you 
send out a direction to these people, for instance, if they have a plane 
with a certain serial number; say it happens to be in Tokyo at the 
time, and have that plane report to Manila, for instance, to the 
nearest point? 

Mr. Driscott. By communication? 

Mr. Houirietp. By communication, with an estimate of how much 
time it would take them to unload and arrive there, ready to go. 

Mr. Driscoty. Yes, sir; it goes into the reporting activity. And 
if you would like, I can submit this plan. This is not the final one to 
be considered, but it does represent 

Mr. Houirtetp. The thinking. 

Mr. Driscott. The thinking of industry and the Government 
and it is known as MATS Operation Plan 182X-58. It is unclassified 
and lays the complete groundwork and criteria for the reporting. 

Mr. Houtrtetp. We would like to have that. 

(The information referred to follows:) 
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MATS OpeRATIONS PLAN 182X—58 





Exercise ‘(NICKNAME)’ 


References: MATS CRAF Plan 182-58 and MM 55-8 
Task organizations: KASTAF (CRAF Atlantic Forces); WESTAF (CRAF 
Pacific Forces) 
1, GENERAL SITUATION 


The CRAF plan provides for the rapid and orderly transition of a portion of the 
civil air transport industry from their normal commercial pursuits to direct support 
of military operations within 48 hours after notification. The role to be played 
by the CRAF is a vital part of the overall war effort. It is essential therefore 
that the readiness and reaction time anticipated in the MATS CRAF Plan, 182 
Series, be realistically tested periodically to determine the true capability of this 
civil augmentation. This plan has been written to test the organizational and 
operational concepts contained in the MATS CRAF Plan 182-58 and MM 55-8. 
“(Nickname)”’ is an unclassified nickname assigned to this exercise in accordance 
with AFR 205-25. 

This exercise will simulate the period of time from the declaration of an emer- 
gency to the tine that CRAF operators are prepared to dispatch aircraft on specific 
transport missions as directed by EASTAF and/or WESTAF through the opera- 
tions boards. For planning purposes, it is expected that the operations boards 
will remain in session for 2 working days. 

It is emphasized that this plan does not involve the actual movement of CRAF 
aircraft. 

a. Enemy forces: Omitted. 

b. Friendly forces: 


(1) AMC 


(a) Upon receipt of test mobilization directive, review the CRAF aircraft modi- 
fication program as it pertains to the civil fleet and report to Headquarters MATS 
the group A and B modification status of all suitable aircraft. This report should 
include those aircraft under contract which are completely modified. If not com- 
plete, indicate the modifications and/or parts required for completion. For air- 
eraft not under contract, report the reasons therefor or the estimated date a con- 
tract could be consummated. Additionally, estimate the time period, on an 
emergency basis, that would be necessary to complete the group B support of all 
allocated aircraft. 

(2) CONAD 


(a) Upon receipt of this plan, advise Headquarters MATS of the procedures 
developed to permit the unrestricted movement of CRAF aircraft within the ZI. 
Additionally, advise of the procedures that must be employed by the civil carriers 
when they initially recover their CRAF aircraft from outside the ZI upon activa- 
tion of CRAF. Headquarters MATS will advise EASTAF and WESTAF of 
any deviations from established procedures. 

(b) Upon receipt of the CRAF mobilization directive, indicate simulated times 
from T-day, H-hour, through H+ 72 that full SCATER may be in effect. 

(3) Data 


(a) Will designate additional CRAF modified aircraft to replace or supplement 
aircraft currently designated for CRAF as may be requested by MATS. 
c. Assumptions: 

(1) As in MATS Plan 182-58. 

(2) Normal communications are available. 

(3) Test mobilization of CRAF will be directed without a simulated 
mobilization or warning order and will coincide with, or immediately follow, 
a simulated declaration of war by the United States against an aggressor 
force. 

(4) For MATS organizations, other pertinent operations plans for D-day 
should be assumed to be executed. 


2. MISSION 


To realistically test the readiness capability and reaction time of CRAF to 
include the availability of CRAF resources, notification procedures, organiza- 
tional plan and operational concepts specified in MATS CRAF Plan 182-58 
and to determine the resultant problem areas and corrective action required. 
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3. TASKS FOR SUBORDINATE UNITS 
a. EASTAF and WESTAF 


(1) Prepare and distribute a supporting plan to all CRAF carriers and syb. 
ordinate military units within their respective areas of responsibility within 15 
days after receipt of this plan. Advise Headquarters MA’LS when distribution 
has been effected. 

(2) Upon receipt of the CRAF mobilization directive: 

(a) Establish CRAF coordinator position at the Transport Air Force TCC 
Subsequent movement of CRAF coordinator to the PAE will be at discretion 
of TAF. 

(b) Select, by name, those MATS personnel designated to support the 
CRAF plan. Include CRAF navigator personnel as well as support personnel 

(c) Contact CRAF carriets and advise the time and place that the opera- 
tions boards will convene. 

(d) Activate operations boards at Idlewild and San Francisco. (If the 
appropriate CAB order approving the operations boards agreement is not 
satisfactory to all parties, the TAF’s will provide a qualified senior officer 
to act as military chairman of these boards.) Notify Headquarters MATS 
when activated. 

(e) Prepare and pass airlift requirements to operations board as received 
from Headquarters MATS. 

(f) Submit reports as required. (See par. 4.) 

b. CRAF Participating Carriers 

(1) Upon receipt of the TAF test plan, review current CRAF planning jy 
anticipation ot the mobilization directive. 

(2) Upon receipt of test exercise mobilization directive: 

(a) Dispatch designated individual to represent air carrier on the respective 
area operations boards upon the call of the TAF CRAF coordinator. (Tt is reeog- 
nized that the operations boards in full operation vill require a substantial number 
of technical workers; however, it is not intended i ‘iiais test exercise to fully man 
all of its functional subdivisions. If necessary, technical specialists available at 
Idlewild and San Francisco can be called in on a temporary basis as determined 
necessary by the Operations Board while in session.) Initially, carrier representa. 
tion should therefore be limited to management level individuals rather than 
technical specialists. All representatives must have security clearances for access 
to classified information up to and including ‘‘Secret.”’ 

(b) Advise respective area CRAF coordinator by the most expeditious means of 
those CRAF-allocated aireraft which will be available for CRAF operations within 
48 hours after T-day, H-hour. Subsequent to this initial report, it is requested 
that a second report, if necessary, be rendered indicating when the remainder of 
the allocated aircraft would become available after T-day, H-hour+48 hours. 
Both of these reports should include the aircraft. type, N-number, availability 
measured in hours and days from T-day, H-hour. In both reports, if allocated 
aircraft are not available, temporary substitute aircraft affording equivalent lift 
and logistically supportable may be reported, if available. In determining the 
availability and the time of availability of the aircraft, consideration should be 
given to the following: 

1. Time necessary to reconfigure the aircraft into its configuration con- 
templated under the CRAF plan; i.e., cargo or passenger; additionally, that 
time necessary to install the group B parts. 

2. Location. If any aircraft is positioned at a station other than the place 
where its group B components are stored, consideration of availability must 
include the preparation for flight and flight time to the storage point. 

3. Available flying hours. No aircraft should be considered as available 
unless it is capable of a minimum of one round trip in the CRAF area of 
assignment prior to requiring scheduled maintenance. Aircraft not possessing 
the minimum time should be reported as available when the necessary 
maintenance has been performed. 

4. Crew availability. There must be sufficient numbers of crews available 
who are current in the type aircraft reported to insure a round trip of this air- 
craft without delays due to crew availability at each en route stop. 

5. Modification status. If the aircraft group A installation or group B 
parts are not complete, consideration must be given to maintenance capability 
to perform the necessary group A modification and capability to procure and 
install the group B parts. 
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(c) Designate individuals to satisfy the manpower levies imposed by MATS 
Plan 182-58. Report to the operations board/CRAF coordinator, by job title, 
destination, and estimated time of arrival at the APOE, the numbers of individ- 
yals requiring transportation to oversea locations. These people will not actually 
be dispatched to the APOE but will be reported to the operations board so that 
simulated trips may be planned.) 

(d) Acknowledge receipt of mission directives forwarded by the operations 
poard for accomplishment of airlift. (No aircraft will actually be dispatched.) 
Advise operations board of estimated time of departure of aircraft and other 

ertinent information as may be requested by the operations board. 

(ec) Accomplish the installation of Group B equipment in selected aircraft 
when and if requested to do so by the operations board. 

(f) Submit reports as required. (See par. 4.) 
¢, Atlantic and Pacific operations boards 

(1) At the call of the area CRAF coordinator, will convene at the time and 
place specified by him and will organize in accordance with the operations board 
agreement. (If the appropriate CAB order approving this agreement is not satis- 
factory to all parties, the operations board will convene under military chairman 
furnished by KASTAF and WESTAF, respectively.) When convened and opera- 
tional, the boards will: 

(a) Receive aircraft and crew availability reports from participating carriers. 

(b) Receive personnel deployment requirements from participating carriers. 

(c) Receive airlift requirements from the Transport Air Forces. 

(d) Based upon aircraft availability and the airlift requirements imposed, 
assign specific trips to specific carriers and issue to the carriers selected, instruc- 
tions to accomplish the transport mission. 

(e) Receive acknowledgement of assigned transport missions from carriers 

(f) Based upon the aircraft availability reports, determine CRAF passenger 
and cargo ton-mile capability for the first 5 days of operation. Additionally, a 
projected capability for the first 30 days should also be computed. (The results 
of these computations will be classified ‘‘secret’’.) 

(g) At the boards’ discretion, request selected operators to accomplish a typical 
installation of group B equipment in selected aircraft, to include IFF installation 
by military teams at the APOE. 

(h) At the boards’ discretion, exercise the resupply procedures (simulated) 
specified in MATS plan 182-58. 

(i) Effect necessary coordination with the senior lodger at the APOL’s to assure 
accomplishment of the CRAF operation at those sites. 

(j) Submit reports as required. (See par. 4.) 


d. American Airlines and Transocean Air Lines (Senior Lodgers at APOE’s). 


Establish point of contact to simulate activation of senior lodger function of 
APOE. Advise CRAF coordinator and/or operations board when established. 


e. General instructions 

(1) Headquarters MATS will issue the initial mobilization directive to each 
participating airline with information copies to USAF, AMC, CONAD, DATA, 
and the MATS Transport Air Forces, in the form of an electrically transmitted 
message which will read as follows: 

“MTCC (message number). Attention: President and/or mobilization repre- 
sentative. (Nickname.) Simulate activation of CRAF. This is a test exercise. 
T-day and H-hour are ~~ _...-4. Acknowledge. Signed: COMATS.” 

(2) All messages between Headquarters MATS and the Transport Air Forces 
will utilize operational circuits and the operational addresses normally used in 
MATS transport operations. 

(3) The airline contact points listed in MATS-CRAF plan 182-58 will be 
utilized in this exercise. Participating carriers are requested to review these and 
advise TAF’s of any changes. 

(4) All messages transmitted in regard to this test exercise will commence with 
the following phrase: “(Nickname)” 

(5) This exercise will be considered concluded when the carriers have submitted 
information requested by the operations boards. Headquarters MATS will 
notify, by message, all participants of the conclusions of the exercise. 

(6) All times in this exercise will be expressed in Greenwich mean time. 
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4. ADMINISTRATIVE AND LOGISTICS MATTERS 
Section I—Reports 


a. Purpose. To evaluate the results of this exercise and to determine nece 
changes in the operational concepts reflected in MATS CRAF Plan 182-58 
desired that the participants render the following reports: 

(1) All participating carriers are requested to submit a report to the respective 
Transport Air Forces concerning the conduct of the exercise as it pertained to 
their company. The report should be submitted in the format indicated jy 
appendix I hereto. It is requested that these reports be submitted within 10 days 
alter completion of the exercise. : 

(2) The operations boards are requested to submit a narrative report concerning 
their activities throughout the exercise. These reports should be submitted Within 
10 days after completion of the exercise. The report to the respective Transport 
Air Forces should include the time that the board originally convened, a summary 
of the aircraft availability reports submitted by the participating carriers, and the 
ability of the operations boards to discharge their functions when organized jn 
accordance with the operations board agreement. The estimated capability of 
CRAF, based on these aircraft availability reports, will be classified SECRET, 

(3) EASTAF and WESTAF will submit reports summarizing all reports 
received and their participation in this exercise, together with pertinent comments 
for the improvement of the current operational plan. Copies of reports received 
from the carriers and operations boards will also be submitted. 

b. The above reports should be submitted to Headquarters MATS, ATTN: 
DCS/PL/CAD, within 20 days after completion of the test exercise. 

c. Reports required by this operations plan are exempt from assignment of 
reports control symbol, per paragraph 7¢(3) of AFR 174-1. 


Section II—Security 
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a. The aircraft availability reports submitted by the individual air carriers will 
-be unclassified, however, the compilation of all of the individual reports, inelud- 
ng a2 summary of the entire CRAF availability in each area will be classified 
SECRET. 

b. The operations boards CRAF capability estimates for the first 5 days and 
the first 30 days of operation in each area will be classified SECRET. 

e. All air carrier representatives on the operations boards must have security 
clearances for classified information up to and including SECRET. 

d. Organization security officers will assure that only those company personnel 
possessing security clearances for CRAF classified information and have a “need 
to know” are granted access to those portions of the CRAF program assigned a 
security classification. 

Section II I—Logistics 


a. For those CRAF carriers possessing CRAF logistics working group contracts, 
cost incurred incident to participation in this exercise are reimbursable under the 
terms of their individual contracts. 

b. Funds available to EASTAF and WESTAF will be utilized for expenses per- 
taining to this exercise. 

ce. MATS organizations having additional costs due to this exercise will identify 
these costs by element of expenses applicable to the industrial fund and object 
class codes of operation and maintenance appropriations. Data should be in- 
cluded in appropriate narrative portions of financial plan and/or operating budget 
revisions. 

5. COMMAND AND SIGNAL MATTERS 
a, Command 


(1) Command Post TCC, Headquarters MATS, Scott Air Force Base, IIl. 
Telephone: Belleville, Ill., ADams 4—4000, Extensions 3221, 3222, 3223, 3224, 
and 3225. 

(2) Direct communication between task organizations on matters pertaining 
to this exercise is authorized. 

b. Communications 

(1) Communications between participants in this exercise will be by the most 
expeditious means. : 

(2) Activation of additional circuits as may be required from the operations 
boards is authorized for the duration of the exercise. 
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APPENDIX I 


[Format of report requested from each participating air carrier] 


“ce 


EXERCISE ‘‘NICKNAME’”’ 


i. meporting carrier ...........-.4.5.-+- 
@ Received TAF test plan--..................- 
(Date) 
3 Received mobilization message from MATS_____-___----_--__---- 
(Date and time) 
4, Actions taken upon receipt ot mobilization message: 


a. Acknowledgement of receipt dispatched - -- - - _ - gy tia ies ied asa ips 
(Date and time) 


b. Intracompany notification completed_-_____._..___-.----- 
(Date and time) 

5, Major actions required—Personnel: 

a. Reference manpower allocations reflected in TAF Plan 182-58, give the 
number of personnel, by job title and destination, that your organization is respon- 
sible for furnishing compared with the number available and selected for these 
commitments. Use the following format: 











j ! 
Number 
Job title | Number | Destination available 
required | and 
selected 
For example: 


eS aa 


fy Re Ck eae 53 et IS eee 1 
Radio mechanic Be he ‘ 


TONY OI as oeinkg Ad Sn chemin 


wr 


(In the event your company is unable to meet the manpower levies, briefly sum- 
marize the problems involved and the reasons for the personnel shortages in the 
narrative report requested in par. 7 below.) 

b. Concerning the personnel reported above, indicate company plants for the 
processing of these people (see MM 55-8): 

(1) CRAF travel authorization document. 

(2) Passports or application for passport. 

(3) Clothing. 

(4) Travel advance. 

(5) Immunization. 

c. Indicate name(s) of individuals selected to represent organization at opera- 
tions board. 

6. Major actions required—operations (in coordination with maintenance and 
supply) : 

a. Simulate recall of company aircraft allocated to CRAF. 

b. Determine availability status of aircraft and submit reports requested in 
paragraph 3b(2)(b) of the basic test plan. To supplement these reports, it is 
requested that the following information be submitted for each allocated aircraft. 

(1) Aircraft type and N number. 

(2) Location upon receipt of mobilization message. 

(3) If not at home station (maintenance base), estimated time to arrive at 
home (maintenance) base. 

(4) CRAF modification status of aircraft: 

(a) Group A modification: Yes or no; if no, estimated time required to 
modify. 

(b) Group B equipped: Yes or no; if no, estimated time required to procure 
and install necessary equipment. 

(5) Maintenance status at time of receipt of mobilization message: 

(a) In or out of commission. If in-commission, the number of hours 
remaining prior to next scheduled maintenance. 

(b) Estimated time, measured in hours and days, from T-day, H-hour, 
that the aircraft will be available for CRAF operation (giving consideration 
to (2) through (5) above). 

ec. Alert and schedule sufficient crews to man the aircraft reported as available 
forCRAF. Indicate whether or not sufficient crews were available (yes or no) 

(1) Number of crews available per available aircraft:—. 

7. Narrative report. 
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Briefly summarize the participation of the organization in this test exercise 
Include any problems or deficiencies and your recommendations for improvement 
in notification procedures, organizational plan or operational concepts. 

Mr. Rrexuman. That would be called a paper plan and exercise. 

Mr. Driscouu. This will be a paper exercise with the exception of 
the group B, and activating the operations boards. 

Mr. Houtrietp. What will it prove if it is successful? 

Mr. Driscoiu. Well, it will give us from the reporting side, the 
number of airplanes that would be available within certain periods 
of time. It would give us an indication of the number of hours that 
will be required to install group B equipment. We have had various 
reports from the carriers that have installed it themselves under their 
own conducted exercises and what we want is a realistic figure on that. 

In addition, where we have just organized the operations boards 
all instructions to the carriers, scheduling the airplanes, will be 
handled by those boards. It will determine how efficient that organ- 
ization will be and indicate any weaknesses that should be corrected. 

Mr. Houirre.p. In view of the time it takes to install this electronic 
equipment, would it be practical to have that equipment installed in 
these planes at all times and under some kind of a locked condition, 
so that it can only be opened in an emergency and put security on it 
that could be maintained on that basis? 

Mr. Driscoty. We have had quite a few discussions with industry 
on that and it was brought up at a meeting and referred to one of the 
technical committees of the Atlantic and Pacific committee to consider 
the facts. I believe it was either in December or January. 

The result of that was negative, for several reasons. There is addi- 
tional weight to the communications gear to be installed which causes 
a difficulty. In addition, the domestic airplanes do not have the navi- 
gator position installed, which is one of the items within the group B 
kit. And in certain of the cargo planes, the space now used for cargo 
on board would be set up as the navigator’s position, which again 
would cause a loss in payload. And 1 would say the recommendations 
were against installing it, by and large. 

When you get to the international airplanes, they have more of the 
type of equipment in their planes today than do the domestic carriers. 

Mr. Rosack. Are you referring to permanent installation—— 

Mr. Driscoiu. Permanent installation. 

Mr. Rosack. Of group B equipment? 

Mr. Driscouu. Yes, sir. This is what I understood Mr. Holifield 
to ask about. 

Mr. Rorack. Because of this being an inroad on the payload, the 
decision is, that would be stored— 

Mr. Driscouu. Stored at the maintenance base of the carrier— 
to be installed on D-day, at the time of activation. 

Mr. Houirretp. How many hours are involved with an ordinary 
plane? 

Mr. Driscouu. In one by an international carrier the test was 5 
hours. This is from memory as to what was given at a meeting we 
had. Five maintenance hours. And I believe on a domestic carrier, 
it ran some place—again, I am recalling from memory—10 to 13 hours 
for the installation of group B. 

Mr. Rrex_Man. What is the weight of this equipment—do you have 
any idea? 
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Mr. Drisco.t. The actual weight I do not have. We can get that 
and furnish it for the record. It is quite a few pounds. 

(The information is as follows:) 

Weight of group B equipment. The overall weight of group B equipment is 
approximately 800 pounds for domestic carriers and 440 pounds for international 
carriers. These weights include approximately 200 pounds of over-water equip- 
ment such as liferafts and lifevests. Over-water equipment was not proposed tor 
carriage aboard aircraft in peacetime. The weight of the group B equipment 
minus the over-water equipment is approximately 600 pounds for domestic 
carriers and 240 pounds for international carriers. 

Mr. Ropwack. The wiring is several hundred pounds? 

Mr. Driscoti. The actual wiring we have now runs from 50 to 
180 pounds, whether it is international or domestic. And group B 
will vary, too, as between domestic carriers and international carriers, 
the actual weight installed. 

The international carriers have some of the equipment in their 
airplanes today. rs 

Mr. Rospack. It is in black boxes. 

Mr. Driscott. It is communication equipment. There is the space 
problem for the navigator’s table and position so far as domestic 
carriers are concerned. 

Mr. Moraan. In your CRAF program, you have a provision for 
carriers to substitute like equipment in the event that the specific 
aircraft by number is not available. 

Mr. Driscott. What we call the supplemental reserve. There is 
a contingency reserve which will replace passenger aircraft lost due 
to the transfer, sale, crash, and so forth. 

We then have the supplemental reserve which provides that upon 
activation of CRAF, a carrier may substitute capability for that 
capability that may be temporarily unavailable due to bonafide 
operating reasons, provided the equipment is supportable. 

Mr. Moraan. Mr. Secretary, can you advise the subcommittee 
of the aircraft that are presently out on bailment to contractors or 
other than Government sources? 

Mr. Taytor. I think the colonel can answer that. 

Colonel Heptunpb. I have a rather complete listing of the Air 
Force aircraft that are currently on bailment, adding up to a total of 
39. These are commonly referred to as transport aircraft. 

[ would like to advise you that other than for four of them, they 
are actually not in a transport mission. They are for many various 
purposes which I can give you if you would like to have the detail of 
it. 

For instance, one C-130 to Allison Division of General Motors for 
fight testing upon the engine. It serves no transportation purpose. 

One C-119—J to Bell Aircraft for test of navigation system. 

And that type of thing. 

Mr. Ronack. Only four are available for transport purposes? 

Colonel Heptunp. These are two, C—54’s currently bailed to Resort 
Airlines in support of our domestic air operations. 

For your information, that bailment will be terminated as of June 
30. 

Mr. Houtrietp. Are they paying the commercial rate on those? 

Colonel. Heptunp. I don’t have the rates, sir, that are involved. 
The manner in which these are made available to the carriers is that 
the Government furnishes the equipment and the carrier considers 
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this in determining the bid under which they will perform the seryie, 
In other words, they will have a lower bid than if they provided the 
aircraft themselves. They provide the crew and all maintenance, 

Mr. Rosack. Those are contracted for by AMC? 

Colonel Hepiunp. Yes, last year. However, this operation is now 
done by the Military Air Transport Service. 

Mr. Rosack. You do not bail aircraft as a matter of policy for 
transport purposes. 

Colonel Heptunp. No, sir. 

Mr. Roxsack. What is the difference when you offer aircraft 9s 
Government-furnished equipment under the contract? 

Colonel Hepiunp. Again referring to these two, C—54’s, two of 
them are in operation. 

Mr. Rosack. Do you have pending any procurement in which yoy 
will offer aircraft as Government-furnished equipment? 

Colonel Heptunp. We have the current contract between the west 
coast and Cape Canaveral in support of our test missile operation at 
the cape, which does involve two bailed transports, the other two of 
the four I mentioned which it is intended to continue on a bailed 
basis. 

We took a real close look at this with the basic thought of tryin 
to clean up all bailments. There were certain aspects that related to 
the carrying of the explosives and other types of security material on 
a continuing basis, which presented some problems with respect to 
using commercial aircraft. So it was determined that next year we 
would continue the bailment operation. 

Mr. Rosack. What is the rationale requiring the operator to have 
the equivalent in his own aircraft? 

Colonel Heptunp. I am not sure I understood you. 

Mr. Rorack. I understand the contract requires the operator under 
that run from Los Angeles to Cape Canaveral to have backup aircraft 
which will do the same job. You furnish the aircraft but require him 
to have the equivalent. 

Colonel Heptunp. This is only an effort on our part that airlift will 
be available in the event that the airplanes which are bailed are out of 
commission at any particular moment. You can easily imagine if an 
operator who perhaps had no aircraft or maybe one C—54, for instance, 
had the operation, and for some reason or other the bailed aircraft was 
not operative, we are very dependent upon this type of lift, and we 
just want to insure that there is something to go with in all certainty. 

Mr. Hourrretp. What is the company? 

Colonel Heptunp. World Airways at the moment. This is fiscal 
1959. 

Mr. Houirre.tp. Those are C—54’s, also? 

Colonel Heptunp. One C—54 and one C-118. 

Mr. Moraan. Are both of these aircraft pressurized? 

Colonel Hepitunp. No; just the C-118. 

Mr. Morean. Why do you require in the invitation to bid that the 
contractor or the bidder furnish at the request of the contracting officer 
four-engined pressurized aircraft to perform services hereunder. 

Colonel Hepiunp. This is again related to any substitute or 
additional service of the type to carry in place of the C—118, in the 
event it is not operative. We do like pressurized equipment for our 
passengers. And I call to mind that technical personnel that are 
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involved in this movement between the west and east coast, the 
type of personnel are well educated and high class technicians. They 
are in general short supply. 

Mr. Rozsack. That is why they deserve the pressurized equipment. 
But you do not furnish it when they ride on your plane. 

Colonel HeptuNb. We do not carry them on the C—54, but on the 
0-118. We like to get them there fast and get them there in good 
mental and physical condition to carry on their functions. 

Mr. Moraan. Is this to be a daily flight from the west coast to 
Cape Canaveral? 

colonel Heptunp. I do not know whether that is—I think two 
trips a week. ; 

Mr. Morgan. The contract calls for three trips per week with the 
(0-118 and two trips per week with the C-54. Are they scheduled 
so they are daily flights, weekday flights? 

Colonel HepLunp. I would have to find that out. I am not con- 
yersant with the detailed operation. 

(The information is as follows:) 

The C-54 provides an average of two round trips a week between Cape 
Canaveral and Los Angeles. Due to the nature of the workload to be performed 
by the users of the service and the type of cargo to be carried, flights are made on 
an as required basis. 

The C-118 operates on a scheduled basis carrying passengers and cargo between 
Los Angeles and Cape Canaveral stopping at San Diego and Denver. East- 
bound flights are made each Sunday, Tuesday, and Friday. Westbound flights 
each Monday, Wednesday, and Saturday. 

Mr. Morean. Does the Air Force have any contract that you know 
of in which the contractor is required to use MATS for air transporta- 
tion, rather than commercial carriers, as part of the Government 
furnished item? 

Coronet Heptunp. I think I know what you are getting at. To 
the best of my knowledge, we have no such contract. However, much 
of that which the Air Force procures under contract for both the 
production and installation is Government furnished or Government 
owned equipment, and as such, we have the responsibility for the 
transportation thereof. 

Mr. Moraan. We are advised that one contractor, RCA to be 
specific, was required to move some 600 tons of equipment from Dover 
to Thule in April in support of the missile early warning system. 
That this equipment, or cargo, was carried by MATS. Do you know 
whether, even though there was commercial airlift available, the 
contractor was requested to use MATS, or why it was necessary to 
use MATS? 

Colonel Heptunp. In the logistics plans which are evolved to 
support this operation, the contractor was not only responsible for 
production but for the installation at the site. The material at all 
times is Government-owned material—the logistics plans called for the 
responsibility of transportation to the North East area as an Air Force 
or Government responsibility. Ordinarily, there is no commercial 
service into the Greenland area. 

_ Itis a matter of Air Force policy that we use our military aircraft 
in and out of this installation and utilize commercial on the more 
normal trading routes in other parts of the world. 

Mr. Moraan. We, also, are advised that RCA has been required 
to make certain shipments here in the United States by MATS from 











90 MILITARY AIR TRANSPORTATION 


the east coast to the west coast or to the missile test centers. ITs that 
a fact, so far as you know? 

Colonel Hepiunp. I do not know of any particular instances but 
I would only reiterate our policy with respect to air transportation in 
the United States. As a matter of policy, we utilize commercial gir. 
craft first, but in many cases now, especially related to our missile 
program, we have outsize material, which, of necessity, we do utilize 
our military aircraft for. Based on that category, I do not know of 
any instances. 

Mr. Morean. Mr. Chairman, with your permission, I would like 
for him to check this specific company and see what it was that was 
shipped by MATS that could not have been handled by commercig) 
aircraft whether it was because of security or some other reason. 

Colonel HepLunp. Can you give us any more specific data? 

Mr. Moraean. No, sir; I cannot. 

Colonel Hepiunb. We will do our best. 

(The information is as follows: ) 

The Air Force has moved some RCA contractor material from Dover AFB to 
the west coast. In these instances, C-124 aircraft that were originating at 
Dover AFB; and would have operated empty to the West Coast for pickup of 
missile materiel fer delivery overseas were utilized. Traffic involved, in most 
instances, is in the outsize category and warranting airlift. Incidental to the 
movement of outsize materiel may be a requirement to airlift smaller items. 
Whenever outsize materiel is to be moved and associated smaller items are 
available the Air Force has packaged such loads for maximum economy in trans- 
portation costs. 

The use of this space is in accord with Department of Defense policy for traffic 
within the United States. Cargo space may be used that is available as a by- 
product of military-owned and operated equipment that is operated primarily to 
meet assigned mission requirements. However, military equipment is not 
scheduled primarily to coincide with transportation requirements. 

Mr. Moraean. Also, we are advised that another contractor, Gen- 
eral Electric, has been required to use MATS in delivering to the 
Aleutians, also, on this early warning system. Is this for a similar 
reason as the one that you gave for the Thule airlift? 

Colonel HepLuNnp. Same general principle. We take a weapons 
systems approach with respect to these installations, where the man- 
ufacturer fabricates and installs and turns over in operational status 
to the Air Force. 

Mr. RisHiMaAn. Is there any question of security involved in using 
MATS? 

Colonel Hrepiunp. The question of security involved whether 
MATS or commercial is used? 

Mr. Riesiman. Yes. 

Colonel Hepiunp. In certain circumstances, yes, with some of the 
recently developed electronics equipment for some of these situations, 
it does make it much simpler if we use our own craft and crew. 

Mr. RisuimMan. That could be answered, probably, in the question 
that Mr. Morgan has asked when you give us this information, as to 
whether or not security was involved in using MATS transportation. 

Colonel Hepiunp. It depends on the particular circumstances, and 
we will, certainly, point that out where it is applicable. 

Mr. Moraan. Security is not a problem in dealing with CRAF 
operators, is it? Aren’t the CRAF operators required to have security 
clearance? 
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Mr. Driscott. CRAF operators have security clearance. How- 
ever, in the movement of classified material, the CRAF plan is a 
D-day plan. oe 

Insofar as current operations, where civil carriers are employed, 
there is no requirement that they provide personnel cleared for classi- 
fed information unless there was a specific shipment to be made by 
them, if I make myself clear on that. oe 

They might have wanted to have a cleared crew on this airplane of 
the military; they know the status of the crew, whereas in the civil 
you might not know the status of the crew. — 

“Mr. Morcan. On the MATS contracts, are the civilian personnel, 
the contractor personnel, required to have security clearances? And 
do they normally have security clearances? 

Mr. Driscout. ‘To my knowledge, they have not required the crew 

rsonnel on board civil craft to have security clearances. 

Mr. MorcGan. In operating into the Northern area—— 

Mr. Driscouty. They may on the missile ones, I am not sure. 

Mr. Morcan. In operating into the Northern areas, Alaska and 
Aleutians, is there any restriction or lack of commercial capability to 
supply this area? Is this why MATS, is used on occasion? et 

Colonel Hepiunp. | think the only restrictions would be again in 
the outsize area. As far as commercial carriers generally serving the 
main points in Alaska, so far as I know they can. When you get into 
the Aleutian Chain, however, I would have to check into the exten- 
siveness of service into the Aleutian Chain stations themselves. These 
are not normally commercial phases in the airways. 

Mr. Morean. | notice MATS has an invitation for bid currently 
pending requesting civil carriers to bid for airlift of Government-owned 
fuel to remote stations in support of the Alaskan Air Command. This 
seems to be a peculiar item for commercial airlift. The quantities of 
fuel are quite substantial. Is this fuel in 55-gallon drums or is this 
to be flown in tanker-type aircraft or what? 

Colonel Hepiunp. This fuel is transported in bulk and in the 55- 
gallon drums. ‘This is not a new requirement insofar as transportation 
to these outlying areas in Alaska is concerned. 

This is the first fuel, however, where MATS is handling the contract, 
which heretofore was handled within Alaska by the Alaskan Air Com- 
mand. These are outlying destinations requiring support of our Air 
Force population in the area. Many of them, let us say, are inacces- 
sible by other means of transportation. Some by water, rivers during 
the summer, but during the winter months, air is the only way to get 
it there. 

Mr. Rosack. The point there, Mr. Chairman, is that presumably 
MATS, instead of letting it out to private contractors, should run 
specialized missions up to the cold country. That might be a more 
likely type of operation for MATS, whereas more easy runs would be 
given to the contract operations. 

In other words, maybe MATS wants to handle the easy and con- 
tract out some of the tougher runs. 

Mr. Morcan. In the invitation to bid, it makes mention of a con- 
tractor furnished tanker aircraft. Is this to be a tanker aircraft opera- 


tion or is it to be a conventional cargo aircraft that can handle 55-gallon 
or similar size. 
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Colonel Hepiunp. I would have to take a look at that. I was not 
fully aware of the tanker aircraft capabilities in Alaska. It may yelj 
be. . 

Mr. Morcan. These are not bailed aircraft furnished by the Air 
Force, are they? 

Colonel Hepitunpb. No, sir. 

Mr. Rospack. Where do you get these private tanker aircraft from? 
Are you building up a private tanker fleet like the merchant marine? 

Colonel HepLunp. Not to my knowledge; no. 

Mr. Morcan. Can you advise the Subcommittee of the amount of 
national interest traffic moved by MATS during 1959? 

Colonel Hepiunp. No, I do not have that figure offhand. We cap 
provide this for national interest traffic. We can get it for the record, 

Mr. Morcan. Will you advise the subcommittee as to what 
constitutes national interest traffic? 

Colonel HepLuND. Now? 

Mr. Morcan. Now, a definition of national interest traffic. 

Colonel HepLtuNnp. Normally, it is that type of traffic which js 
sponsored, either by the military departments, but more often by 
other governmental agencies in the interest of the U.S. Govern. 
ment. 

Mr. Morean. Ina case like last year, for example, the movement of 
the Princeton shell by MATS. Would this fall in that category? 

Colonel Heptunp. No, it might not be national interest except at 
the moment. You may recall that the decision for moving that shell 
was that the best advice available indicated that no commercial 
aircraft was available and this was to the interest of some folks to get 
the shell over there in the interests of the United States. 

Mr. Morean. In the information you supply the committee, will 
you, also, include the recipient of the MATS airlift as national interest 
traffic. 

Colonel Heptunp. The other governmental agencies? 

Mr. Morcan. Well, if it was a governmental agency or private 
agency, or individual that received this airlift that was sponsored 
maybe by one of the other governmental agencies. 

Colonel HepLuNb. We will give you all of the information available 

(The information is as follows:) 

Number of passengers and tons of cargo carried by MATS as national in- 
terest traffic during the first 6 months of fiscal year 1959: ! 

Number of passengers...........------- uuze __... 28, 400 
NNT ON gia ae llc Rate Se 

1 Includes channel traffic and special air mission traffic. 

Concerning the recipients of this traffic, research indicates that records are not 
maintained in such a manner as to make this information readily available. 

Mr. Houirretp. Do you do any transportation for the ICA in 
different foreign programs, either military or otherwise? Are you 
called upon to do that type of transportation of equipment that we 
may allocate to out NATO and other allies? 

Colonel Hepiunp. We have varying responsibilities in the military 
aid programs, sir. Basically, the countries are responsible for furnish- 
ing or paying for the transportation. But since we are the providers 
of supplies in the United States, we arrange for the transportation a 
this end. As I pointed out yesterday, the policy currently is that we 


uti 
rec 


tal 


to 


lin 


pre 
rol 
to 

ane 


bee 


to 
tra. 


we 

this 
car 
mes 


tior 


\ 
M 
M 


Overt 


Was not 
Lay well 


the Air 


[t from? 
marine? 


Lount of 


We can 
> record, 
to what 


C, 

which jis 
often by 
Govern- 


ement of 
ory? 

xcept at 
hat shell 
mmercial 
ks to get 


ttee, will 
l interest 


Tr private 
sponsored 


available 


ational in- 


_.. 28, 400 
7, 500 


yrds are not 

able. 

e ICA in 
Are you 

it that we 


1e military 
or furnish- 
, providers 
yrtation at 
is that we 


MILITARY AIR TRANSPORTATION 


utilize commercial air for that air-eligible cargo, unless there is some 
requirement for outsize capabilities. ae ue 

Mr. Morcan. What is the primary mission of MATS, Mr. Secre- 
tary? . e — es os I | » 1cQ} 

Mr. Taytor. The primary mission of MATS is a D-day mission, 
to be prepared and to carry out a military project assigned to them on 
D-day. ante SB. a 

Also, to be prepared for a limited war possibility and to carry out a 
limited war project as it may occur. BE: 

Mr. Morcan. Mr. Chairman, I have before me another Air Force 
briefing, which has been given to various congressional members and 
committees in which the Air Force states: 

The primary mission of the Military Air Transport Service is to maintain, in 
being, the military transport troop carrier service forces, and en route bases and 
air routes to meet the approved wartime requirements of the Department of 
Defense as established by the Joint Chiefs of Staff. } ; . 

MATS peacetime operations will be conducted to maintain this state of readi- 
ness, and in pursuance thereof MATS will airlift cargo, troops, patients, and mail 
according to priorities established by the Joint Chiefs of Staff. 

In this peacetime operation, the only reference to movement of 
people is troops or patients. Will you cite for us MATS’ directive 


‘or authorization to move dependent passengers? 


Colonel HepLuUND. Yes. We have never to the best of my knowledge 
precluded MATS from carrying passengers because of their peacetime 
role. Rather, we have taken the fact, as you relate it, that we need 
to maintain this hard-core capability to support our D-day mission, 
and use it in peacetime for passenger and cargo airlift. 

Mr. Ropack. May I ask there, Mr. Chairman, has consideration 
been given to eliminating peacetime passenger carrying by MATS? 

Colonel HepLuND. Completely; no. 

Mr. Ropack. I mean, has consideration been given to the problem, 
to the policy of whether MATS should withdraw from the passenger 
traffic? 

Colonel HepLuNnp. As a general policy, I think it is fair to say that 
we have generally felt that other than to maintain a capability for 
this hard core in the combat-personnel area, that we would like to 
cary a large portion of our passengers in peacetime by commercial 
means, 

Mr. Ronack. Has the Secretary of Defense level made representa- 
tions te the Air Force that this ought to be done? 

Colonel Hepiunp. I believe, in our Regulation 4500.23, we have 
that regulation that is still applicable. 

Mr. Ropack. You lost my question now. I have no doubt that 
the regulation is applicable. I asked you whether the Secretary’s 
fice has made representations to the Air Force that passenger 
traffic ought to be withdrawn from MATS peacetime operation. 

Mr. Kenney. I would like to say that question was raised, but it 
has not been settled. 

Mr. Ronack. By the Secretary’s office? 

Mr. Kenney. Yes. 

Mr. Rorack. It was raised with the Air Force? 

Mr. Kenney. With the Air Force. 

Mr. Ronack. And the Air Force reaction was negative? 

Mr. Kaynny. No. This is one of the parts in connection with the 
overall study of MATS. 
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Mr. Ropack. This is a pending issue, you might say. 

Mr. Kenney. Yes. 

Mr. Rosacx. It is to be crystallized when the report is tendepa 
to the President—is it crystallized then? 

Mr. Kenney. To the extent possible, it will be crystallized. Again 
it depends upon the extent of the military operation which must } 
conducted in order to maintain the required D-day readiness, hig 
is a basic consideration. As has been indicated, it is the defeng 
policy to make economical use of such lift. 

Mr. Ropack. So that Mr. McGuire’s statement that personnel 
and cargo must be carried on MATS is qualified to that extent or j 
is in that context? 

Colonel Hep.iunp. I would like to point out, if I could, that the 
Air Force has been active in this general area of trying to move, 
little further to do it by commercial means. And I think since oy 
last hearings with your committee, that we have carried on extensive 
consideration to determine what we need in the way of passenger lift 
to support this hard-core, D-day mission. We have a maximyy 
number of airplanes which MATS can employ in the passenger role, 
This will be reconsidered from time to time with the objective of 
maintaining a status to do our D-day job, and at the same time 
do the best job of transporting our personnel in peacetime. ; 

Mr. Ropack. May Ll ask this? In the longer range considerations 
in missile deployment as it becomes more prominent in the Air Fore 
defense arsenal, the requirement for MATS transportation and. 
particularly, passenger transportation, decreases over a period of 
time, does it not? 

Colonel Heptunp. Well, I suppose it depends on various factors, 
I could not agree with your general statement. 

Mr. Roxpack. Let us put it this way. This is in part, obviously, 
somewhat speculative, but MATS’ mission as it relates to SAC has 
to do with bomber missions, does it not? 

Colonel Hepiunp. I hesitate to go into that question here. 

Mr. Rosack. Of course, it is involved, certainly. Insofar as your 
bomber action decreases over a period of years, you will have less 
requirements for moving men and material around. 

Colonel Hepiunp. If you assume that you can maintain your strike 
force in the United States fully and completely, then, it logically fol- 
lows that the statement has some merit. 

Mr. Moraean. Other than courier mail, what type of mail is carried 
by MATS? 

Colonel Hep.iunp. The basic policy with respect to mail is that all 
of the airmail, or that mail which has an airmail stamp on it, goes by 
commercial air carrier overseas when such service is available. 

The only general areas where MATS carries airmail other than 
courier are those areas where commercial service is not adequately 
available. 

Mr. Morcan. What has been the volume in short tons of mail car- 
ried by MATS during fiscal 1958-59? 

Colonel Hepiunp. I have some figures here, but I am not exactly 
satisfied with them. I would like to look them over first so that Lam 
giving you an up-to-date record. If I can supply that information 
for the record, I would like to do so. 


Mr. Moraan. And include any commercial augmentation by 
MATS for mail. 
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Colonel Hepiunp. Yes, sir. May I ask you a question on that last 
ent? 
3 MorGan. Yes, sir. 

Colonel Heptunp. You are referring to our sorting out the mail 
ghich went by MATS airplanes as opposed to that which went by 
ommercial augmentation? = ae 

Mr. MorGan. We have received a summary of statistics concerning 
mail moved by MATS. That is as of yesterday. And we want to 
get that into the record. You may review it, though. 

Colonel Heptunp. Thank you. 

(The information referred to follows:) 


SuMMARY OF STATISTICS CONCERNING Maint Movep sy MATS 


The data in this summary were provided by the Army and Air Force Postal 
Service Headquarters. The breakout between that mail carried on MATS air- 
waft and that airlifted by MATS commercial augmentation is not available. 
Prior to July 1, 1958, MATS did not maintain data on mail separately for airlift 

military aircraft and commercial augmentation. Therefore, the following 
data refer only to APO (Army-Air Force) mail. 


Total short tons of APO mail carried by MATS: Short tons 
Fiscal year 1958__------ ery eee eg ee er ee ... 14, 898 
rr rr Co ee eo a ncdnee eee een meen 14, 580 
July 1958 through February 1959 (actual): 

ND SUNN Gis £505 wy Lachine alle lo 'e iaie trte aea a aBw gaa Baal SA 8, 181 
eenrOrr auermenuation |. 622 eh Bow fee ees 1, 107 


Of the fiscal year 1958 total above, 448 tons were airmail authorized commercial 
air service outside the MATS system but, because commercial air carriers do not 
operate in certain areas, were carried by MATS. Approximately this same total 
will be moved by MATS during fiscal year 1959. 

Courier material is normally shipped via MATS. Negligible amounts are 
shipped commercial outside the MATS system only when deadlines must be met 
and military airlift is not available. Total tons of courier material shipped 
for all services via MATS follow: 


Tons 
gine ante wwe ioe gid ome eee ae earns ted .-. 2,520 
Fiscal year 1959 (estimated) - __-___-- Se apa das oicig ates eas, ee 3, 000 
July 1958 through February 1959 (actual): 
ETNPOL IEG 8 en gS ae pt a Beran See on ee ee 1, 464 
TN, MAOMEZICNIRR ROIS ns gs ge 270 


Contact was made with the Department of the Navy for similar data on FPO 
mail but such are not readily available. Under the reporting system established 
by MATS beginning with July 1958, the following data has been derived showing 
actual FPO mail lift by MATS for the period July 1958 through February 1959: 


Tons 
NE AS wy ds Sed gf ols hip wm Sie Aes wkd oe ee eas Se eee 1, 553 
amnrsonstetiegs sf 22) Ue ee ee ee 2 307 


APO mail shipped via commercial air outside the MATS system amounted to 
5,584 short tons in fiscal year 1958, and a total of 8,108 short tons is estimated 
for fiscal year 1959. 

CLARIFICATION OF SUMMARY 


In clarification of the foregoing statements, the following information is sub- 
mitted regarding the movement of Army and Air Force mail by both MATS 
and scheduled commercial air carriers. Information on Department of Navy 
mail for fiscal year 1958 is not readily available; however, partial information 
for fiscal year 1959 is included below. 

“Airmail” is that personal mail bearing airmail postage and official mail 
marked to receive airmail service and carried by scheduled commercial carriers. 

“Other mail’’ is all mail other than airmail which is moved through the MATS 
system. This mail is comprised of ordinary official mail which requires faster 
service than can be provided by sealift but does not warrant airmail service, and 
ordinary personal mail to areas where sealift is not available or too infrequent 
to provide a reasonable service. 
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Shorts tons of Army and Air Force mail carried by MATS and commercial scheduled 
< : . * b e 
services during fiscal year 1959 


. . . . . Tons 
Airmail carried by scheduled commercial carriers 8, 108 
Other mails carried by MATS__- 1 14’ 589 

shine thie oi 29 688 


1 Includes 438 tons of airmail to areas where U.S. scheduled commercial carrier service is not ay 
For period July 1, 1958, through February 1959, 8,181 tons were moved by military aircraft anc 7 
MATS commercial augmentation. The same ratio of military-commercial augmentation is 
balance of the year 


ailable 
i 1,107 toms by 
projected for the 


NAVY MAIL 


During period July 1, 1958, through February 1959, MATS moved 1,860 tons 
of Navy mail through its system, of which 1,553 tons were moved on military- 
aircraft and 307 tons by MATS commercial augmentation. 


Short tons of Army and Air Force mail carried by MATS and commercial scheduled 
service during fiscol year 1958 


Tons 
Airmail carried by scheduled commercial carriers 15, 589 
Other mail carried by MATS : 2 14) g98 
Total 20, 482 


1 During fiscal year 1958 the Army and Air Force Postal Service reimbursed the commercial air carriers 
through the Post Office Department, a total of $11.6 million for the movement of APO airmail. An ax. 
penditure of $17.3 million is estimated for this purpose in fiscal year 1959. This expenditure is over and 
above the amounts spent by MATS for commercial augmentation airlift of ordinary mail, 

2 Includes 448 tons of airmail to areas where U.S. scheduled commercial carriers service was not available 
Information is not readily available on amount of mail moved by MATS commercial augmentation 


Mr. Moraean. In a briefing given by the Air Force to another 
committee, the Air Force stated in relation to MATS’ peacetime 
operation: 

At any time, we have two types of alert forces in being to meet eny forseeable 
contingency. I say two types for, because of the widespread nature of the 
operations I have described, we have over 125 aircraft operating throughout the 
world outside of the United States in the MATS system. These aircraft are a 
true alert force, capable and ready to be moved into each troubled area in much 
shorter time than if they had been tied to their home station. And a second alert 
force is ready at the end of the runway prepared to move in support of the Stra- 
tegic Air Command, should that striking force be required. 


My question is, these 125 aircraft operating throughout the world, 
outside of the United States, how available are these aircraft for a 
U.S. requirement, a requirement within the United States? What 
do you estimate, or how do you allocate your capability for these 
areas? 

Mr. Driscoii. Actually, I think last year, I think it was your 
committee, we provided a breakdown of the airplanes and as to their 
availability based on our scheduled operations, those that would be 
available. We came up with a certain percentage figure which, I 
believe, at that time was someplace around 70 or 78 percent that 
was considered available, counting those ones within a 12-hour period, 
based upon the reaction time that we have. You have seen it. And 
for the first 5 days, and so forth, we have sufficient aircraft to meet 
that first operation. Does that answer your question? 

Mr. Moracan. This is a substantial percentage of your force that 
is overseas at all times, is it not, the 125 aircraft? This means all of 
these are out at one time, or what is the number that you figure are 
not on their home stations, at any one time? 

Mr. Driscotu. These are not all in one location. I believe they 
are scattered all throughout. They are not all in Europe. Some are 
in the Far East and at en route bases. 
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To get up-to-date percentages of the number of aircraft that are 
in mission at home stations, we will have to supply that for the record. 

(The information referred to follows:) 

Percentage of MATS aircraft outside the United States: 

Approximately 26 to 28 percent of the MATS transport fleet is outside the 
continental United States at any given time. These aircraft are thus capable 
of providing immediate augmentation to theater airlift forces if required. 

Mr. DriscoLyi. But answering the question and using the material 
that you have, which was intended to maintain an alert force, and 
ff you go further, if you have the full briefing on it, it will show how 
ready this force was, and the reduced reaction time in Lebanon as a 
result of having this force in operation throughout the world. 

Mr. Morean. The second alert force mentioned to support SAC, 
these aircraft are sitting on the end of the MATS’ base runways, are 
thev not? 

Mr. Driscotu. This is correct. 

Mr. MorGan. Why are they stationed at MATS rather than at 
SAC bases, if there mission is to support SAC? Do they not have to 
leave the MATS base and go to another base before they can begin 
their mission ? 

Mr. DriscoLit. They do have to go to another base before they 
begin their mission. We have to be careful that we do not get into 
classified material here. 

You must remember that the plan that they are planning to work 
under, is under one given set of circumstances. There may be another 
set that comes into play requiring use of those aircraft for some other 
purpose. 

So that having them available as a pool the entire MATS fleet gives 
flexibility to the Joint Chiefs of Staff as to the numbers of aircraft to 
support a given operation or given plan. 

Mr. Morean. In computing MATS’ capability on D-day, do you 
take into consideration any losses from enemy action? 

Mr. Driscoui. To date, again, we have not counted losses due to 
enemy action of airplanes. There is a study under way and there are 
some preliminary estimates on that which indicated the loss in capa- 
bility we will sustain because of enemy action, either on airplanes or 
because of loss of island bases, and so forth. The percentage figure 
deduction on that, which I believe we furnished in the briefing the 
other dav, | would consider classified. 

Mr. MorGan. What tests or how many tests were performed during 
the Lebanon or Formosan crises in conjunction with SAC to test 
MATS readiness? 

Mr. Driscotyi. I do not have that. 

Mr. Moraan. Is this classified? 

Mr. Driscouu. I think so. 

Colonel HepLuNp. I think so. 

Mr. Morcan. During the Formosan crisis, did MATS eall on any 
other Air Force contingent for augmentation of airlift? 

Mr. Driscoti. During Formosa? 

Mr. Moraan. Yes. 

Mr. Driscotit. The answer is ‘“‘yes.”’ 

Mr. Morean. Can you tell us what unit it called on? 

Mr. Driscoty. There were aircraft assigned out of SSS and LSS. 

Mr. Morean. Explain those for the record. 
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Mr. Driscouu. Logistics Support Squadron of AMC and Strategic 
Support Squadron of “SAC. 

Mr. Morean. Were they called on because of the peculiar require. 
ments or was it because of lack of commercial capability? 

Mr. Drisco.u. According to the procurements that were placed at 
that time by MATS, we attempted to get commercial cargo ¢ apability, 
A number of requirements went unsatisfied with no response from the 
industry and there was material that had to be moved. Conge. 
quently, Air Force units were called on to move it. 

Mr. Mora@an. Can you tell us in open session the number of air. 
craft requested from the SAC Strategic Support Squadrons and the 
number from AMC? 

Mr. Drisco tt. I think if we told you the number, the number they 
give, we might be getting into classified information there because 
they had to maintain a posture. 

Mr. Morean. Did a similar thing happen during any of the other 
crises during 1959? 

Mr. Drisco.y. To my knowledge, no. 

Mr. Morean. During Vice President Nixon’s tour in South 
America, when troops were airlifted to that area, were these handled 
by MATS or TAC? 

Mr. Driscotu. TAC, I believe. 

Mr. Moraan. This was not a troop carrier division of MATS, was 
it? 

Mr. Drisco.t. No. 

Mr. Morean. These were C-130’s? 

Mr. Drisco.u. I believe that is correct. 

Mr. Moraean. Can you tell us the peacetime mission of the Air 
Material’s Command’s Logistics Support Squadrons and the Strategie 
Air Command’s Strategic Support Squadrons? 

Mr. Driscotu. The mission on the AMC, Logistics Support Squad- 
rons is a special weapons operation, in support of the Air F orce, other 
defense agencies and other agencies in the movement of weapons 
internationally and in part domestically. 

The mission of the Strategic Support Squadrons of SAC are to pro- 
vide immediate support for various contingencies within that com- 
mand, requiring very minimum reaction time and to maintain a state 
of readiness so far as special weapons are concerned and other equip- 
ment to maintain operational forces ready at all times. 

Mr. Morean. Do these two organizations have a policy of utilizing 
available space on training missions for useful payload? 

Mr. Driscotu. The Logistics Support Squadron of AMC does, if 
they have any ne ity returning to the United States in their area 
of operations, they do make the capacity of those aircraft available 
to the Air Force and other units. 

Mr. Moraean. This includes MATS 
to MATS? 

Mr. Driscouu. To the Air Force, yes 

Mr. Morean. Can you tell us the percentage of their flying hours 
or percentage of their payload in terms of ton-miles flown that pro- 
vided opportune airlift? 

Mr. Driscout. I believe we will have to provide that for the 
record. I do not have the actual figures. 
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Mr. Morcan. Does the Strategic Support Squadrons follow a 
similar policy of not flying empty? 

Mr. Drisco.tu. The answer is “yes.’ 

(The information is as follows:) 


? 


It is estimated that the Logistic Support Squadrons of AMC provided approx- 
imately 300 tons of opportune traffic per month. 

No records of traffic carried are maintained by the Strategic Support Squadrons. 

Mr. Morcan. Can you tell us what the average monthly flying 
hours for fiscal 1959 has been for MATS crews? 

Mr. Driscotu. The average monthly hours for MATS crews? 

Mr. Morean. Right. 

Mr. Drisco.u. I do not have a current figure here, but I would 
rather imagine it would be the same as we provided last year, which 
would be roughly some place between around 80 hours, 80 or 85. 

Mr. Morean. Can you furnish us a table similar to the one you 
furnished last year? 

Mr. Drisco.u. Yes. 

(The information is as follows:) 


Average number of flying hours MATS-wide, per month, calendar year 1958 


Th OOMMRUNNNOE | ook saa nected ok bie wardobewseouees 68 
CRO CAST CORT G:  COCVONRTIN TAC a es es meni sn ccc biwececracnaiecscvier tts 55 
Attached aircraft commander. _- = ces Sucad tala tca Me cs hcg ce cena 38 
DEE ooo ahn ohana eas sci a Sete asi ch kia es 55 
CN en ee er sce in a sah nt“ ania oanamtalnah te 55 
IK 82 da Sk aetna ee awa nes Sewanee iq Seams eae 69 
Flight engineers-mechanics __- ile Bk Pear ae 61 
ND i a cc a SN i a i 55 


Mr. Morcan. What are the average monthly flying hours for the 
crews of AMC, Logistic Support Squadron? 

Mr. Drisco.u. It corresponds with MATS, 80 to 85 hours per 
month. 

Mr. Moraan. How about the Strategic Support Squadron of SAC? 

Mr. Driscotu. This figure would have to be obtained, but I be- 
lieve it is some place around 30 hours or a little better. 

(The information is as follows:) 

Crews of the Strategic Support Squadrons of SAC fly approximately 30 hours 
per month. 

Mr. Moraan. What are the daily utilization rates for the AMC 
and SAC transport aircraft? 

Mr. Drisco.tu. We are getting close to classified information on 
this. The utilization on SSS is 1.5 hours per day. 

Mr. Moraan. How about AMC? 

Mr. Driscouu. 3.5 hours per day. 

Mr. Morcan. How about MATS? 

Mr. Driscott. MATS we have. Do you want the average? 

Mr. Moraawn. Is this by——— 

Mr. Driscotyt. We can bring it up. February figures are the 
latest month we have the actual on. 

Mr. Morcan. We would like the average for the year. 

Mr. Driscot. I do not have an average here for the year. I have 
itby months. And I have the lastest month where the utilization—— 

Mr. Morcan. What was it for February? 
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Mr. Driscouu. February, the actual | utilization, C-—133-A, 19 
hours; C—121-C, 5.14 are C a G, 3.54 hours; C-118—A, 5,33 
hours; C-97, 4.81 hours; C-124, 3.19 hours. And the troop carrier 
2.28 hours. That is troop carrier - aircraft, heavy four-engined type. 

Mr. Moraan. Do you have Pes of the MATS quarterly reports 
submitted to date for this fiscal year? 

Mr. Drisco.t. I do not have aa ‘m with me. 

Mr. Morean. Do you have any statistics on the load factor for 
MATS aircraft? 

Colonel Hepiunp. We have to divide the actual load factors from 
both the outbound and inbound. 

Mr. Morcan. Would you compare that with the results in the 
previous fiscal year before you went on the industrial fund? 

Colonel HEDLUND. Yes. 

Mr. Morcan. We want to see if the industrial fund has had any 
effect on the load factor as well as the utilization. 

Colonel HEDLUND. Yes. 

(The information is as follows: ) 


MATS load factors percentages based on ton-mile movements 


a 











e 3 Pax Cargo/mai} 
Fiscal year 1958: | Percent Percent 
Atlantic: | 
aa aca Seslanaciinn ed vin ise ig digitata dense ie tetanic 86.0 | 83.7 
” eee = cocci a cana ates as ecelelns dca th gies Set -| 84.2 52.1 
Pacific: 
NE 6 pbb att cu seed ck canada susddadmadwe Inte Bicsacteebbilackookes | 93.6 | 92.0 
NE is cim ems eneaine wissen Se acne sin tgs iinet eres 81.5 48.0 
Fiscal year 1959: 
Atlantic: 
ON iE I pacsectt cca cscs chiieetns cSt ete ok Utartip ts tating cilia vba dt 84.7 | 82.4 
MINE cess cecec cus cisterna s SA pA ae SaaS bee phils doaioke 81.6 | 61.1 
Pacific: | 
Outbound.-.-.......---- Sacre adele heat end wreak obi udwaecameuniin .| 97.0 97.0 
NE iidinsitirdecingsdkiuevns i cthsicSiddinthintantdthokb bciwandneens 82. 4 | 48.1 








Mr. Moraan. Does the Air Force have plans for modernization 
of the Strategic Support Squadrons or the Logistic Support Squadrons? 

Mr. Driscotn. There has been consideration given. However, 
no specific aire raft has been selected. ‘There have been recommende- 
tions by the command and review by the Air Force. To date, no 
specific decision has been made. 

Mr. Morcaan. Are you prepared to give us statistics on Operation 
Swiftlift for the last 2 fiscal years, the last 2 calendar years. 

Colonel Heptunp. I have some figures on this year. 

Mr. Morecan. Will you explain what Swiftlift is, its purpose in 
being? 

Colonel Heptunp. Swiftlift is essentially the utilization of the 
capability generated by some of our Reserve Forces troop carrier units 
to support ‘the militar y department. The basic use to which the troop 
carrier units are put is to train with their respective services compo- 
nents. However, because they do have a transport capability, we are 
using some of the troop carrier capability for our outsize items within 
the United States. This is not done on any regularly scheduled basis, 
but is done as the need arises. We 

Mr. Moraan. Does the troop carrier C-119 have a wartime mission 
of carrying cargo or is it primarily a troop carrier? 
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Colonel HepLunp. Its wartime mission is primarily troop carrier. 

Mr. Moraan. Do you have statistics on the number of missions 
gssigned for calendar year 1958? 

Colonel HepLuND. Number of missions? 

Mr. MorGan. Missions assigned, right. — 

Colonel Heptunp. A total of 1,170 missions were assigned. 

Mr. Moraan. 1,170 or 1,107? 

Colonel HepLunp. 1,170. 

Mr. Moraan. That is for calendar year 1958. What were the 
number actually completed. 

Colonel HepLuNb. 1,121. 

Mr. Moraan. And did they haul passengers? 

Colonel HepLuND. Many of them were hauled with respect to the 
movement of combat units for training of one kind or another. These 
are referred to as passengers, but they are not passengers in the sense 
of providing point-to-point transportation within the United States. 
It is strictly a training function. 

Mr. Morcan. What were the numbers of passengers or troops 
carried and tons of cargo lifted? 

Colonel HepLunbD. 15,992 troops, 10,109,000 pounds of associated 
cargo. 

Mr. Morcan. What were the total number of flying hours flown 
yider Operation Swiftlift? 

Colonel HepLUND. 24,257. 

Mr. Morcan. How do these statistics compare with their operation 
in calendar year 1957—can you give us the same statistics? 

Colonel Hepiunb. I do not have that for calendar year 1957 here. 
[ have got it for the 9-month period, which would not give us the 
same figure. 

Mr. Morecan. I think it began in April of 1957. So it was not 
actually for the entire year, but it would be for three-quarters of 
the year. 

Colonel Hepiunp. April 15 to the rest of calendar 1957, 274 
missions were assigned, 252 completed. 

Mr. Morcan. What were the figures for passengers and cargo? 

Colonel Hepiunp. 4,111 passengers, 2,590,000 pounds of cargo. 

Mr. Moraan. And flying hours. 

Colonel Hepiunp. 7,366. 

Mr. Morcan. What is the estimated cost for this operation for 
the 2 years, broken down yearly? 

Colonel Heptunp. Dollar cost? 

Mr. Moraan. Yes, sir. 

Colonel Heptunp. I do not have that information. 

Mr. Morcan. Do you have any statistics on the types of cargo 
lifted? 

Colonel Heptunp. Well, as I say there are two departmental cate- 
gories. The one which I was referring to and moving for the Air 
Materiel Command, also, the outsize type of cargo for which we do 
not have a commercial capability within the United States. The 
remainder is associated with combat unit training of both Air Force 
and Army units. 

Mr. Morcan. What was this outsize cargo? Can you tell us what 
type of cargo it was? 

Colonel HepiuNp. So far as I know, the major portion of this is 
aircraft engines. Again primarily, jet engines. And it is to and from 
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our aerial ports and our overhaul installations within the Uniteg 
States. 

Mr. Moraan. Civil carriers are unable to handle this? 

Colonel Hepiunp. Yes. 

Mr. Morcan. The commercial carriers do not have the capability 
of handling these jet engines. P 

Colonel HepLunp. They do not have the type of equipment to 
handle this type of load. 

Mr. Moraan. We are advised several of the carriers have been 
carrying these jet engines, the J—57 for instance, from the east coast 
to the west coast, and at least approximately two carriers have beep 
bringing the jet engines from England to this country. Are thege g 
different type of engines from those that you are lifting under the 
Swiftlift operation? 

Colonel Heptunp. We do have, of course, many varieties of engines, 
And it depends upon whether they are built up or not built up and 
also, we are talking about different types of aircraft here, I believe. 
The type of aircraft that have been on the Logair operation are the 
C-54 and C-46. And they do not have capability to handle some of 
the jet engines. 

Mr. Morean. But could a DC-6A or the 1049-H handle these jet 
engines? 

Colonel Hepiunp. They can handle some of them. Some, I think 
you have considerable trouble with, because of the length associated 
with the side door loading. 

Mr. Morean. Colonel Hedlund, I was advised of a percentage 
breakdown on this lift. Do vou have that percentage breakdown 
before you? 

Colonel Heptunp. We have indicated that with respect to the 
cargo approximately 25 percent falls in this outsize area. The 
remaining is associated with varying types of training operations. 

Mr. Morecan. Was there a percentage in there for movement of 
cargo or passengers for ARDC? 

Colonel Hepitunp. I do not have it broken down by command 
so far as ARDC is concerned. 

(The following additional information concerning ‘‘Operation Swift- 
lift’’ subsequently was received:) 

DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 


Washington, May 15, 1959. 
Hon. Cuet Hou.irie.p, 


Chairman, Military Operations Subcommittee, Committee on Government Operations, 
House of Representatives. 


Dear Mr. CuHatrRMANn: I refer to a recent request by Mr. Earl Morgan, 8 
a member of your staff in which he requested that the Air Force provide informa- 
tion on certain airlift activities being conducted by the Air Force Reserve and 
the Air National Guard. 

The airlift activities that are being conducted by the Reserve Forces are 
those of Swiftlift which is solely in the Air Force Reserve. The Air National 
Guard is not involved in this airlift program. Operation Swiftlift was conceived 
and is operating for the primary purpose of enhancing the Air Force Reserve ait- 
crew training program and the combat capability of these units through the 
execution of live training airlift missions. To insure the D-day readiness of the 
Ready Air Reserve troop carrier units, this realistic training is vitally necessary. 
A byproduct of this training exercise is that of providing airlift for the military 
forces (Regular Air Force and other Department of Defense agencies) for particu- 
lar types of cargo and personnel movements within continental United States. 
This airlift is being accomplished in accordance with DOD Directive 4500.9 
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gnd with criteria contained in paragraph 40101B of AFM 75-1 dated February 10, 


a Operation Swiftlift for the period April 15, 1957, the date this program 
began, to December 31, 1957, 274 missions were assigned of which 252 were 
wmpleted; 4,111 passengers were airlifted; 1,295 tons of cargo were airlifted; a 
igtal of 1,155,000 miles were flown resulting in 7,368 total flying hours. During 
the period January 1, 1958, to December 31, 1958, a total of 1,170 missions were 
gsigned of which 1,121 were completed. A total of 16,992 passengers and a total 
of 5,054 tons of cargo were airlifted. This resulted in a total of 24,257 hours of 
71D. ‘ s - $ 
A eicerning the types of cargo, approximately 25 percent of the cargo is gener- 
sted by AMC and consists of outsized cargo, principally jet engines which cannot 
be handled by commercial carriers. Another 25 percent can be divided, 10 
reent generated by ADC airlifting personnel and cargo to the firing ranges and 
ah: another 15 percent by allocating to other missions. The balance of 50 
reent is devoted to troop carrier airlift training for the U.S. Army. There is 
noset pattern with reference to route structures. Ninth Air Force (TAC) receives 
the requests and allocates the aircraft for these missions. The AMC missions 
largely consist of hauling jet engines from Materiel Command depots to ports of 
serial embarkation. The Army missions are carried on principally in the Fort 
Bragg, N.C., and Fort Campbell, Ky., areas. 

The Air National Guard airlift operations are not engaged in transporting 
ergo. The Aeromedical Transport Squadrons Light (ANG) have a total of 
spproximately 30 C-119J aircraft engaged in aeromedical training operations. 

[trust this information will be helpful to your subcommittee. 

Sincerely yours, ; - 
W. P. FisHer, 
Major General, USAF, 
Director, Legislative Liaison. 

Mr. Morcan. Do you have figures on the Logair contracts for fiscal 
1959 and what is projected for fiscal vear 1960. 

Colonel HepiuNp. $22.2 million for 1959. And for fiscal 1960, 
$23.3 million. 

Mr. Morcan. What was it for fiscal 1958? Do you have that? 

Colonel Hepuunp. I am advised $21.5 million. 

Mr. Moraan. So there is a steady increase over the past several 
years. 

Colonel Hepiunp. A little increase, not much. 

Mr. Morcan. What do you estimate the cost per ton-mile to be 
on the Logair contracts? 

Colonel Heptunp. We work with a figure of around 14 cents per 
utilized ton-mile, and I believe it is around 11 cents per available 
ton-mile. 

Mr. Rorpack. Off the record, Mr. Chairman, 

(Discussion off the record.) 

Mr. Driscoutu. On the question of operational limitations on the 
U-133 aircraft, the operational report of May 12 shows eight aircraft 
of the C-133 type are restricted to overland operations. This is a 
result of those aircraft that have more than two overhauled engines on 
theaircraft. There is a short life in this engine. They are attempting 
to get it fixed, and have been working on it since April 1, with all due 
dispatch, with all necessary technical personnel involved. This 

’ . . $ . . . . ’ 
however, is not an operational limitation with respect to our emergency 
war plans. It is a peacetime limitation. If we had to use them in 
support of emergency war plans, they would be used. This would be 
waived. 

Mr. HorirteLp. General Morris, would you please come forward 
to the witness chair? 

General Morris, I see you have a prepared statement. You may 
proceed. 
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STATEMENT OF MAJ. GEN. I. SEWELL MORRIS, EXECUTIvyz 
DIRECTOR, MILITARY TRAFFIC MANAGEMENT AGENCY (MTMa)\ 


General Morris. Mr. Chairman and members of this subcommittee 
my name is I. Sewell Morris, Major General, U.S. Army. I am exeey: 
tive Director of the Military Traffic Management Agency. I am here 
at the invitation of the subcommittee to offer testimony relative to tho 
role that the Military Traffic Management Agency, sometimes referred 
to as MTMA, plays in traffic management within the United States 
and particularly in contract air operations such as the Air Foree’s 
LOGAIR and the Navy’s QUICKTRANS. 

I have prepared a brief statement and with your permission I would 
like to present it. 

Before preparing this statement I reviewed the testimony given 
by the Department of Defense witnesses at the last session of Congress 
during your committee’s hearings on military air transportation. 

The testimony presented at that time on behalf of MTMA—which 
I now command—adequately described our mission and_ general 
functions. In addition there was some discussion regarding a MTMA 
study then in progress on the use of long-term contracts by the mili- 
tary services to procure commercial air transportation for movement 
of military. passengers and cargo between points within the United 
States. That study—commonly referred to as the Conair study 
was scheduled for completion by the end of March 1958 but was not 
finalized until after your hearings adjourned. 

The Conair study was an internal management study made for the 
sole purpose of giving MTMA a better insight into the use of long-term 
contracts. It was terminated and no further examination of MTMA 
into the formulation of requirements for long-term contracts is con- 
templated for the reason that such an examination would not change 
the requirements. I shall explain this later. 

This statement is an attempt to set the record straight with respect 
to the Conair study and to clarify for your committee MTMA’s 
role in the Department of Defense with respect to procurement of 
commercial air transportation within the United States. 

Areas covered in testimony last year are discussed again only to the 
extent required to “up-date’’ the testimony presented then. 

The Military Traffic Management Agency—-MT\MA—is the single 
manager operating agency established by the Secretary of Defense 
pursuant to Department of Defense Directive No. 5160.14, dated 
\iay 1, 1956. With the exception of long-term airlift contracts, on 
which I will comment later, MTMA’s overall mission is to: “* * * 
direct and control all assigned functions of traffic management for all 
military departments.”’ 

Traffic management, as defined in the charter directive, is: 

The direction, control, and supervision of all functions incident to the effective 
and economical procurement and use of freight and passenger transportation 
service from commercial for-hire transportation companies (including rail, high- 
way, air, inland waterway, coastwise, and intercoastal carriers). 

MTMA’s peacetime authority and responsibilities are confined to 
military traffic moving via commercial transportation between points 
within the United States. Traffic management functions incident to 
transportation within Alaska and Hawaii, and between the original 
48 States and the District of Columbia and Alaska and Hawaii are 
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not within MTMA’s authority and_ responsibilities. Likewise, 
MTMA has no responsibilities in Canada and Mexico. 

MTMA’s functions in connection with procurement of commercial 
- transportation originally embraced: 

All traffic management functions for individual travel. 

; All traffic management functions for single or multiplane one- 
time movements. 

9 Evaluating the need or desirability for long-term contract 
services on the basis of requirements and specifications submitted 
by the interested military services, and rendering decision thereon. 

4, Evaluating from an overall viewpoint the quality of service 
rendered by carriers under term contracts and the manner of use of 
the service * the light of initial justifying requirements. 

The Military Air Transport Service, acting for the Secretary of the 
Air Foree—who is the single manager for airlift service, is charged 
with negotiating long-term contracts for air services for all the mili- 
tary services. The interested militar Vv service actually executes and 
administers the contracts—Department of the Navy in the case of 
QUICKTRANS and Department of the Air Force in the case of 
LOGAIR. MTMA may be called upon to assist the military services 
in executing and administering these contracts. 

As stated in last year’s testimony, the so-called CON AIR study was 
to consist of a study of the requirements of the military services for 
long-term contract air services within the United States 
*#* * in light of commercial air service otherwise available, and cost com- 
parisons of existing contract air services (LOGAIR and QUICKTRANS) and 
other types of available air services. 

Investigative findings were to include: 

(a) Continuing specific needs for point-to-point air service. 

(b) Availability of air service through use of scheduled, supplemental or other 
type air carrier. 

(c) Potential savings through an integrated service for all military services. 

(d) Types of specialized service required to meet needs of a particular military 
service. 

In approaching its task, the MTMA study group believed that a 
realistic evaluation of the Military Services’ need for contract air 
service was dependent upon receiving and analyzing certain basic 
requirements data. These data consisted of: 

A listing of military traffic which must be moved by air within 
continental United States (under peacetime conditions) for fiscal 
year 1659, and for any period beyond during which the requirements 
were considered relative 

2. A specification by aircraft type on the listing of the amount in 
pounds between spec ific origin cities and Cestination cities, grouped 
by the governing frequeney of service; that is, daily, five times per 
week—Monday ‘through Friday, three times per week, twice per 
week, once per week, and once per month. The origin city required 
was the procurement source or supply location where movement com- 
mences, not an intermediate point where the traffic transships from 
air to air or transfers from surface to air. ‘The destination city 
required likewise was the aerial port or contirental United States 
storage or user location, rather than a domestic transshipment poimt. 

3. Explosive or dangerous cargo, excluded by commercial air tariff 
tules, was not to be listed for either regular or specialized service. 
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4. Traffic requiring specialized service, including traffic excluded 
from ordinary commercial carriage by reason of its security classifieg- 
tion, was to be listed in the same manner as regular service ((@) and 
(b) above) but separately with accompanying explanation describing 
the nature of the specialized service required. Specialized service jg 
defined as any traffic incapable of being accommodated in a DC-6A4 
aircraft by virtue of size or weight, or requiring specialized service 
because of sensitivity, temperature or pressure control, or any other 
consideration. 

The Air Force and the Navy were unable to furnish the data con- 
sidered necessary by the study group to accomplish the objectives 
set for the study. The requirements and specifications received by 
MTMA from the Navy and the Air Force were in terms of a specifically 
described airline—in effect a private airline contractually operated— 
rather than in terms of military traffic. 

The CONAIR group completed its study on the basis of the best 
available data. While the study fell short of its objectives because of 
the inability of the Air Force and the Navy to state requirements that 
could be evaluated from a traffic management viewpoint as I have 
explained, the CONAIR report was released to the Department of 
the Navy and the Department of the Air Force during June 1958. A 
copy was furnished your committee. 

As the result of rising costs—in 1954 the Air Force was faced with a 
serious problem—how to limit the purchase of its high-cost items and 
yet support the combat force. Airlift was the answer it came up 
with—not airlift per se, but a centrally managed system tailored to 
meet changing requirements. Consequently, prior to the creation of 
MTMA, the Air Force established LOGAIR. _ It is a scheduled cargo 
airlift operation managed by Air Force, and operated by civil air 
carriers under contract. 

Having instituted LOGAIR operations, the Air Force position is 
that neither funds nor production lead time permit return to trans- 
portation support for combat forces by other means. 

Department of the Air Force reviewed the CONAIR study and 
presented a critique on its contents justifying LOGAIR on many 
bases, but especially on the basis that LOGAIR has been developed 
into an integral part of the weapons system—as much so as the tanker, 
the fighter or the bomber. 

We feel that if—as indicated by the Air Foree—LOGAIR is indeed 
‘‘an integral part of the weapons system,”’ then the responsibility for 
determining need therefor is beyond the realm of a traffic manager’s 
responsibility. 

The Departments of the Air Force and the Navy have determined 
that LOGAIR and QUICKTRANS systems must be continued in 
fiscal 1960. On the bases of the best available information and 
justifications which I shall outline to your committee, I have informed 
the Air Force and the Navy that the single manager for traffic man- 
agement (Secretary of the Army) interposes no objection to their 
stated requirements providing that the Air Force and Navy defend 
their need for these systems should any further justification or defense 
be required. 

The Department of the Air Force listed the following factors which 
were considered in arriving at its determination: 

1. Over the past 5 years LOGAIR has developed as an integral 
part of the weapons system as much so as the aircraft and missile 
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and, as such, is an essential element in maintaining Air Force opera- 
tional readiness. 

2, LOGAIR has proven to be a low-cost, high-speed movement 
system which, through central management, is capable of reacting 
rapidly to changing situations. 

3. Flexibility and reliability of service provided by the LOGAIR 
system are not available with commercial scheduled airline service. 
In addition, common carriage air schedules will not satisfy source-to- 
user (base-to-base) requirements now supported by LOGAIR. 

4, The Air Force is committed to a high-speed distribution system 
and does not have the funds or the production lead time to provide 
the additional inventory of high-cost items that would be required 
if the benefits of LOGAIR were not retained. 

5. The Air Force has designated certain weapons systems to be 
maintained at a zero AOCP (aircraft out of commission for parts) 
and ANFE (aircraft not fully equipped) rate. LOGAIR provides 
the type service required to support this concept. 

In justification of the fiscal year 1960 QUICKTRANS operation, 
the Navy’s Bureau of Supplies and Accounts has stated in part: 

The QUICKTRANS contract airlift service was initiated in July 1950 in order 
to provide a responsive method of expediting urgent Navy cargo moving within 
CONUS in support of the Navy during the Korean war. This operation filled a 
basic need for direct all-cargo air service between the major Navy supply com- 
plexes on the opposite coasts of the United States. Through the intervening 
years the Navy’s increasing dependence upon air transportation has made the 
QUICKTRANS operation an integral part of the Navy’s logistic system. At 
present, many Navy supply procedures have been, or are being implemented, 
which prescribe the use of responsive premium transportation such as QUICK- 
TRANS affords. The major policies or programs which fall in this category are 
(a) the BuAer policy directive requiring the airlift of all high value aircraft en- 
gines as well as certain critical engines, (6) the BuOrd Polaris program making 
the use of airlift mandatory for the movement of missiles and components, (c) 
the BuAer policy directive of September 19, 1958, requiring the use of premium 
transportation for the movement of repairable airframe components and engine 
accessories, and (d) the HI-PRI program initiated by AGO which requires the 
routine use of air transportation for selected supply items of high unit value. 
The route pattern set forth * * * will provide the required flexible and respon- 
sive centrally controlled all-cargo air service necessary to support these logistic 
programs as well as providing otherwise unavailable scheduled all-cargo air serv- 
ice between (a) all MATS aerial ports, (b) Navy aircraft engine overhaul and re- 
pair facilities, (c) Navy shipyards, (d) missile fabrication and testing facilities, 
(e) atomic development facilities, and (f) the major naval supply activities. 

The traffic management decision regarding both the LOGAIR and 
QUICKTRANS contract airlift systems was made prior to the estab- 
lishment of MTMA. 

At this point, Mr. Chairman, I must modify the written statement 
because at the time I prepared it I was under the impression this was 
a final decision. It was not. What I will now read indicates it was 
under consideration and has not been finalized. 

I have been notified that the Office of the Secretary of Defense has 
under consideration a possible change in MTMA’s responsibility in 
the area of long-term contractual relationships. The policy change, 
if approved, would relieve the single manager for traffic management 
of such responsibility insofar as both systems, as presently constituted, 
are concerned. If this change were approved, the single manager for 
traffic management would, however, be expected to exercise his 
responsibility through MTMA in this regard insofar as the establish- 
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ment of any new long-term contract service or extension of present 
service is concerned. 

Mr. Chairman, that is the end of my statement. I will answer 
questions to the best of my ability. 

Mr. Houtrretp. Thank you, General Morris. How many people 
are in your agency? 

General Morris. 860, sir. 

Mr. Ho.trretp. These are military and civilian? 

General Morris. Military and civilians; yes, sir. My recollection 
is, | have 77 officers and the remaining are civilians. They are 
scattered throughout five regions of the U nited States and the central 
headquarters in W ashington. 

Mr. Houirievp. If these responsibilities of LOGAIR and QUICK. 
TRANS are removed from your consideration, what will you have 
left to do? 

General Morris. About 99 percent of the present workload, s 
The figures to date are that the present utilization of long-term 
contract air service in terms of expenditures according to my recollec- 
tion, by the Air Force of its total is in the order of 5 percent. The 
Navy, about one. The bulk of my responsibility, sir, would be the 
movement of the vast tonnages by the regular common carriers of this 
country, and the personnel of the military which moves also by 
common carriers of this country. 

Mr. Houirieitp. Do you also control the allocation of cargo to 
MSTS? 

General Morris. No, sir; I do not control the allocation. I merely 
move it, sir, within the continental United States to the ports of exit. 

Mr. Houirievp. To the port. 

Mr. Rosack. The sense of your testimony, General Morris, is that 
when you tried to make a traffic management study of long- term air 
services, in effect the Navy and the Air Force said to you, “‘we can’t 
give you the data,” and therefore you had no way of making a study; 
and, furthermore, there is consideration to relieve you of the responsi- 
bility for giving traffic management advice in respect to these par- 
ticular services, is that substantially the case? 

General Morris. Yes, sir. I would like to comment a little bit 

on the basis of the requirements and specifications as submitted. I 
did my best to state them clearly, that they are in terms not of 
specific items, or tonnage, but rather a logistic concept. That was 
the terms of the requirements and specifications. I believe that the 
factors of traffic management that led to the initiation of these 
systems were considered at the time they were started. Our effort 
to go back to the source, procurement source, and carry it all the 
way through once they were in being ran head on, of course, into the 
logistic concept. 

Mr. Rosack. In other words, you were trying to make a study 
based on a traflic management analysis of the traffic pattern and 
structure; whereas, in effect, the Navy and the Air Force said, “We 
have this service, we want this service, don’t bother us while we are 
running it; we are going to keep it. 

General Morris. I gave in clear detail—I attempted to—the 
specifications and requirements in the manner they were submitted 
to us and, what you say is, that they did not qualify their flow by 
item or by priority and so forth. 
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Mr. Ronack. This led the committee last year to a recommendation 
that the Department of Defense at least consider whether this type 
of division of labor in the air transportation field made any sense. 
We are advised that at least there is some consideration being viven 
to reallocating some functions here. In other words, you, as an 
Army agency, as the single manager’s executive director, acting in 
behalf of the Secretary of the Army, have responsibility over all 
fields of transportation in certain respects. 

General Morris. Insofar as traffic management in this country is 
concerned. 

Mr. Ronack. That includes air transportation? 

General Morris. That is right. 

Mr. Rorwack. At the same time, you are in the position of advising 
the air agency, inasense. The Air Force has MATS and other types 
of aire raft. and you are confronted with a problem of advising M. ATS, 
or trying to advise MATS—I mean the Air Force rather whether 
certain types of domestic air services are economical, efficient, or 
could best be procured either by alternative arrangements in air or 
perhaps other modes. Now, do you have any observations to offer 
the committee as to the practic ‘al workings, the operations of the 
two single managers in the traffic field; one, a traffic management 
service, the other a traffic movement service, and perhaps also 2 
traffic procurement service? 

General Morris. Sir, as you know, this matter of feasibility or 
possibility of assignment of traffic management functions now inherent 
in MATS is under study by the Department of Defense. This matter 
is part of a logistic systems project study which covers many areas. 
The factors that will lead to the decision will revolve, I am sure, on 
whether greater effectiveness would be achieved if you separated 
traffic management functions from MATS, whether it would be 
responsive to the requirements of the services, and certainly one of 
the major areas that will have to be decided is the impact of this 
feasibility or possibility on the oversea unified command into the 
area into which MATS now operates. I feel, in response to your 
question directly, that this is a matter which is under consideration 
by the Department of Defense and I am sure a decision will be made 
on that matter. 

Mr. Rospack. Well, does the logic of the unified commander re- 
quirements, does the logic of the types of demands he has, impel an 
organization in which all traffic considerations come together? 

General Morris. Well, sir, I would say this: That if I might 
separate that into two parts, the first consideration I would say that 
should be evaluated is whether it is feasible to separate traffic man- 
agement from MATS insofar as this shore-to-the-far-shore is con- 
cerned. The complication from my experience is the extension of 
MTMA’s responsibility into an oversea area, not just limited to air 
transportation, but across the board, which this study contemplates. 
Not only MATS, but whether it should be extended into the oversea 
area because there the unified commander is responsible for the con- 
duct of combat operations. It would seem to me that the wisdom 
of such a separation should be balanced against the logistic picture, 
sir, not just traffic management. I think traffic management is but 


-one element of it. 
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Mr. Ropack. I understand. But my point is this: The unified 
commander is concerned with getting the proper logistic support, and 
he is concerned with what modes are ‘available: whether it is passenger 
and cargo traffic coming by sea or by air or by rail in certain cases. 
So that he has a concern, in having the proper logistic support, with 
all traffic considerations. Now, the question then is, should the 
traffic management function be geared around a unified commander 
in which all modes are considered, or should it be split up according 
to different modes, like air, MAT S, and the Army having some across 
the board and some spec ialized kinds of responsibility. As the com- 
mittee looks at it, and as your responsibilities are divided to date, in 
some respects it doesn’t make any sense. Obviously, when you tried 
to make a study, it didn’t make any sense because the two other 
services told you to go fly. [Laughter.] 

General Morris. Well, they actually define their requirements and 
specifications. I would certainly not like to prejudge the feasibility 
of this thing until all factors are considered. From a traffic manager 
standpoint, - we have said all along, with resources and authority we 
can do the job, but I realize that this is only one element in the 
logistics picture. I certainly wouldn’t want to commit myself to the 
finality of such a decision at this time. As I say, it is under study in 
the Department of Defense, of which I am but one of the members of 
the steering group. 

Mr. Rospack. At any rate, the problems are important and acute 
enough so that this present arrangement doesn’t commend itself to 
any particular wisdom as far as your experience goes? 

General Morais. Sir, as I have said before, in my judgment, if 
MTMA had been in being at the time these two systems were created, 
the traffic management analysis at that time would have been per- 
formed by MTMA and would have determined the feasibility, the 
size, the scope. The fact remains, they were created prior to the 
establishment of MTMA. They have been geared to the logistic 
requirements of the services as stated by them, | and for us to come in 
at this stage and attempt to go back to the source and make a complete 
analysis to revise the traffic pattern, in fact runs head-on into the entire 
logistic concept. 

Mr. Ropackx. We understand, General, you are the executive 
director acting for the Secretary of the Army, but you have the 
responsibility, or are supposed to have the responsibility, to give 
defensewide service. Then when you are confronted with the fact 
that you can’t—we don’t have to argue about the words—the fact of 
the matter is you didn’t get cooperation from the services in your 
study. They wouldn’t give you the data. You said they couldn’t 
give it to you. Probably they didn’t want to give it to you. They 
had already made a logistic decision about the need. What is the 
efficacy of a single manager who couldn’t get enough information to 
make decisions in his field of jurisdiction. 

General Morris. Sir, I wouldn’t like to make a statement there 
was a lack of coordination. The data were not available. And the 
Air Force so stated. What we are talking about, sir, is a traffic 
management pattern from the supply points within the Air Force 
and Navy, internally between those points, not going back to the 
source and following it all the way through to use it. 
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Mr. Rosack. Don’t put yourself in the position of requesting data 
that it is impractical to get. The question is, Did you ask for data in 
an unreasonable amount or did you ask for data that should be kept 
and wasn’t being kept? You are saying that because these data were 
unavailable, whether they were unavailable by lack of being available 
or because nobody wanted tosgo out and get them, you couldn’ t make 
the traffic manager’s decision or give the traffic manager’s advice in 
this field? 

General Morris. Not on the basis of traffic management; no, sir. 

Mr. Rosack. So, therefore, you couldn’t perform your function as 
a single manager in that respect. 

General Morris. If you will read my directive, sir, it says on the 
basis of specifications and requirements submitted by the services. 
I would like to emphasize this, that they did give us requirements and 
specifications, but they were in terms of concept and not in terms of 
traffic pattern. 

Mr. Rosack. So accepting that situation, the Department i is now 
considering merely removing that responsibility from you? 

General Morris. With respect to these two systems. It is being 
considered and I am sorry I made the statement with such finality 
in the written text. 

Mr. Rorack. But if there were another long-term contract service 
contemplated, you would feel that would still be in your area of 
responsibility? 

General Morris. Yes, sir. 

Mr. Rorack. It just happened that historically and otherwise, you 
came too late on the scene. 

General Morris. That is my judgment, sir. 

Mr. Rorack. You have implied that the other services, and par- 
ticularly the Air Fore e, assume rather than demonstrate that air 
movement is more economical, they assume that and you want to 
study that matter; right? 

General Morris. I was going to study it, sir, in terms of transit 
times, the priority assignment, etc. We were going to go back from 
source, through the system rather than picking it up at the—— 

Mr. Rorack. I will ask you this question: Is the Army contem- 
plating a policy now of following the other services, particularly the 
Air Force, with regard to air movements,and is that based upon study 
or is that based upon going along with the times? 

General Morris. Are you referring, sir, to the continental United 
States? 

Mr. Rosack. I am referring to your recently announced policy 
under consideration for the increased movement of personnel by air 
in the Army. 

General Morris. I am not equipped to answer that, sir. It is 
outside of my field. My responsibilities are confined exclusive ly to 
the continental United States. 

Mr. Ropack. That policy, you understand, is for oversea move- 
ment? 

General Morris. That is correct, sir. 

Mr. Ropack. Would that be an Air Force or Army recommendation? 

General Morris. If it were involving the change in the movement 
of personnel by the Army, it would be an Army policy consideration. 
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Mr. Roxsack. Do you understand that M ATS bas traflie mMahage- 
ment responsibility to advise the other services on the economy of 
air movement? 

General Morris. No, sir; I do not. 

(Subsequent to the above discussion, the following statement was 
received from the Chief of Transportatign, Department of the Army: 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMmy, 
Washington, D.C., May 20, 1959 
Mr. HERBERT ROBACK, 
Staff Director, Military Operations Subcommittee, 
House Government Operations Committee. 


Dear Mr. Ropack: Pursuant to telephone conversation between Mr. Ear! 
Morgan, of your staff, and Col. W. H. Johnson, Jr., of this office, there is enclosed 
a statement prepared by the Chief of Transports ition on increased air transpor- 
tation to oversea areas and corresponding reduction of surface transportation 
You will note that the Department is merely in the process of studying this 
matter, and no firm position has been approved at this time. 

I trust that this information will be of assistance to vour subcommittee. 

Sincerely, 
C. G. Dover, 
Brigadier General, GS, 
Deputy Chief of Legislative Liaison. 
STATEMENT ON INCREASED AIR TRANSPORTATION TO OVERSEA AREAS AND 
CORRESPONDING REDUCTION OF SURFACE TRANSPORTATION 

1. During fiscal year 1957 the Department of the Air Force implemented an 
all-air movement policy for the movement of its personnel to and from oversea 
commands in order to realize savings in productive time and reduce transporta- 
tion costs. The Department of the Army is in the process of studying the feasi- 
bility of the Acmy adopting a similar movement policy. 

2. All three services utilize both Military Sea Transportation Service and 
Military Air Transport Service in some degree in the peacetime movement. of 
passengers to and from oversea areis. Current plans of the three services envision 
the following distribution for fiscal vear 1960: 


Passe nger movements 


Percent distribution 


Air Sea 
Army -- Sn bi canes ; ne . . ; 38 62 
bz dns bes id cdniket Dalebcsien denne & < 55 5 
TE cinciennnanic ann cca anand iquaanap tinge elie hasmeyyin sik osaneg jeotue min 94 6 
The Air Force reports that adoption of air as the primary mode of peacetime 


transportation for oversea passengers has resulted in an incre 
service of uniformed personnel. 

The aspect of the matter receiving most careful study by the Army at the 
present concerns the impact on the speedy availability of sealift for Army forces 
in the event of a limited-war-type emergency, if the Army changes to primary 
use of airlift for its peacetime overseas shipment of personnel. 


use in productive 


Mr. Morean. General Morris, you seem to deemphasize the 
importance of the CONAIK study in your testimony. You refer to 
it as merely an internal management study made for the sole purpose 
of giving MTMA a better insight into the use of long-term contracts 
I refer you to the testimony of General Yount last year before the sub- 
committee in which he states the research project was to determine 
the need and desirability of the continuance of such contracts. And 
under your responsibility. as testified last year, you have the responsi- 
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bility for evaluation as to need and desirability for the contract service 
of the three services. How can you carry out that function of evalua- 
tion as to need and desirability without such a study as this CONAIR 
study? 

General Morris. Well, the study, sir, was a concerted effort to 
gather together the facts that relate to traffic management analysis. 
If I seemed to play it down by those words of internal management 
and study, I certainly didn’t mean it that way. This was an effort 
on the part of MTMA to, in fact, approve the need and desirability 
based upon traffic management considerations. As I have been 
explaining to Mr. Roback, the proof that came out of the study was 
that we were in fact dealing with a situation where the data that we 
needed to complete the study on that basis were not available. So 
we have hinged our decision relative to the need and desirability based 
on the requirements and specifications submitted by the respective 
services, which I read into the statement. The traffic data did not 
generate to complete the full objectives that the study contemplated. 
I do not mean to imply that because it was an internal management 
study, it was unimportant. 

Mr. Rosack. Do you operate on the basis of fulfilling service re- 
quests? Is that the concept of a single manager? 

General Morris. Sir, if 1 might say the services tell us as a normal 
rule what is to be moved, where it is to go, and what time it must be 
there. We apply the how. Our policies are predicated first—I might 
say at the outset, we use commercial service in this country. We do 
not use military equipment in the execution of our responsibility 
except in instances where commercial capability is not available and, 
of course, that would only be in time of war. Secondly, we meet the 
services’ requirements as I have just stated. What must be moved, 
where it must go, and when it must be there are responsibilities of the 
shipping services. We apply the various modes and capabilities to 
achieve that purpose and select the one that meets the requirements 
with the least cost. So we do play a very useful purpose in maintain- 
ing the stature of the commercial capability in this country and at 
the same time doing a job that costs the taxpayer the least amount of 
money. 

Mr. Morcan. General Morris, in your statement you referred to 
MTMA’s peacetime authority and responsibilities of being confined 
to military traffic moving via commercial transportation between 
points within the United States. 

General Morris. Yes, sir. 

Mr. Moraan. In view of a recent CAB ruling, as we understand 
it, commercial traffic between the United States and Alaska and 
Hawaii is now considered interstate transportation? 

General Morris. Yes, sir. 

Mr. Morcan. Would this have any effect on your area of juris- 
diction? Is it possible that MTMA will now—— 

General Morris. Yes, sir. I will say this: That at the present 
time there is now a study relating to what MTMA’s responsibilities 
with respect to Alaska will be. The matter has not been finalized 
and I cannot tell you what the outcome will be. 

Mr. Moraan. Do you have any target date for completion of the 
study and determination? 
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General Morris. I don’t know. Mr. Smith might be able to 
answer that. It originated in the Department of Defense, and I am 
only one of the participants. Of course, the services are involved 
too. I can get that for you. 

Mr. Situ. There is no target date. 

Mr. Rosack. General Morris, what bearing does the industria] 
fund of MATS have on your operation? 

General Morris. None at all. Our responsibility, sir, with respect 
to MATS is to deliver cargo to the terminals which they serve. | 
would say that I know of no bearing that it would have specifically 
if its 

Mr. Ropack. Do you have anything to do with the requirements 
of the Army, the determination of the Army requirements? 

General Morris. Yes, sir, I do, in support of the war plans, but 
only as it relates to movement in the continental United States, [ 
could comment on that without getting specific, because of its classi- 
fication. We are undertaking now a comprehensive analysis of the 
requirements of all the services by all modes where we select many of 
them, whether or not mandatory, for specific war plans. One has 
been tentatively completed. Another one will be—another plan, 
analysis, and collation with commercial capability—will be completed 
by no later than July 1. And variations of other plans will be com- 
pleted—well, by fall. We have not only taken the requirements of the 
services for movement of their personnel and things in this country, 
but we have gone a step further. In concert with industry, we have 
determined the total predictable commercial capability of the various 
modes so that we can assess what the military demands against the 
total capability will be. Of course, the big gap which is the respon- 
sibility not of the military but of the Office of Civil Defense and 
Mobilization is to assess what the commercial demand will be along 
with that of the war supporting industries; and with the three things 
together against the total capability, you can see where you will be. 
But these studies, sir, are confined exclusively to the continental 
United States. 

Mr. Morcan. General Morris, last year General Yount also testi- 
fied that the Military Traffic Management Agency was responsible for 
the overall evaluation of quality or services rendered by carriers under 
term contracts, and the manner of use of services in the light of initial 
justifying requirements. Is this still a responsibility of MTMA? 

General Morais. It is, as of now, yes, sir. 

Mr. Morean. Do you intend to conduct any such evaluation of 
LOGAIR or QUICKTRANS? 

General Morris. I will, sir, as leng as the responsibility stands 
as it is today. 

Mr. Moraan. You have not done so to date, have you? 

General Morris. Yes, sir, I have. And I will continue to do it. 
I might give you a little information, if I can put my finger on it. 
The way we do this analysis, sir, is through a program of what we 
call staff assistance. M'TMA is divided geographically within CONUS 
into five regions in this responsibility. Each region is responsible for 
a given number of States. We have the device of going to the 
customer to see if, number one, these policies of the Department of 
Defense through MTMA are in fact feasible, practicable, workable, 
or whether they should be modified. We also go to see if they are 
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being followed, and we also seek knowledge on which to better perform 
trafic management. We go to the various bases. One of the pro- 
grams into which we specifically look at each base where there is an 
on-line station of LOGAIR or QUICK TRANS— is the efficiency of the 
service that is being performed by the contract, either LOGAIR or 

UICKTRANS. Now there are 74 on-line LOGAIR stations and of 
that we have already visited 38 of them. There are 11 QUICK- 
TRANS stations, and we have visited 9. Essentially our findings 
through these visits are that the systems, both LOGAIR and QUICK- 
TRANS with respect to the using activity, do perform with the respon- 
siveness and the service required to maintain logistic support of the 
weapons systems of which they are responsible. We would continue 
this program. 

As a matter of fact, even if this policy change were effected, we 
would, through the cooperation of the Air Force and Navy continue 
this examination because the more eyes and ears that go into these 
places, the better data you get as to their effectiveness. The way it 
is done primarily now through the Air Force is through their Inspector 
General who examines the same area we do. 

Mr. Moraan. Are these evaluations incorporated into a report? 

General Morris. I have changed that recently, sir, in order to 
minimize the number of detail reports that flow up through command 
channels from the various staff assistance visits. We have been making 
memorandums for record of things discussed, but which were not eon- 
troversial. In other words, where there was no major difficulty 
encountered, and have only confined the reports to matters that 
require command attention. I have recently met with my regional 
directors and changed this—that in every instance and every station 
visited served by LOGAIR or QUICKTRANS, I want a specific report 
made as to what the findings are, and what the statements are, and 
what corrections, if any, should be undertaken, so that I can promptly 
take it up with the Air Force and Navy. This has been a recent change 
on my part. 

Mr. MorGan. Do you incorporate any comments on this inspection 
in your yearly report? 

General Morris. | have not to date, sir. Now, that you mention 
it, [ think as long as this responsibility remains as it is, 1 think there 
should be a summary statement of the impact of these visits. I 
think it is a good point. 

Mr. Houirie.p. Just a minute. Do you have something? 


STATEMENT OF EARL B. SMITH, DIRECTOR FOR TRANSPORTA- 
TION AND PETROLEUM POLICY, OFFICE OF ASSISTANT SECRE- 
TARY OF DEFENSE (SUPPLY AND LOGISTICS) 


Mr. Smitru. Mr. Chairman, I would like to tell you what is to be 
considered now in the Office of the Secretary of Defense. The ques- 
tion is whether any useful purpose is being served or would be served 
by a traffic management evaluation by MTMA merely as a prerequi- 
site to the annual extension of those contracts. That is the point 
involved in this study. 

Mr. Hourrietp. The study does not comprehend the change of 
control? 
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Mr. Situ. No, sir. 

Mr. Rowack. That is the limitation of your concern? 

Mr. Situ. Yes. I think there is very, very serious doubt that 
we could justify spending $1 of taxpayers’ money to make a traffie 
management evaluation of these two services as a prerequisite to 
extension, and if any study should be made, it is a study of whether 
the logistics system and the supply systems of the Air Force and the 
Navy require this kind of service. Now, if they do require this sery- 
ice, and we are not to decide that in the transportation area, then 
I think it is well known that there is no other way to give them that 
service except by the method in which they are getting it today. 
So I think it would probably be, although this is not conclusive, a 
waste of the taxpayers’ money to try to evaluate those two services 
merely as a prerequisite to the annual extension of those contracts. 

Mr. Rorack. It is a question of how you approach the problem 
of the taxpayer. The traffic manager of the Army is determined to 
see whether this i is an economical service, and he needs certain traffic 
data. You are saying it is going to cost money to make the study 
and since the Navy and Air Force insist they need it, what is the use 
of studying it? 

Mr. Smitu. It is not a question of determining whether this is an 
economical transportation service per se. The responsibility is not 
solely of a transportation nature. If the Navy and the Air Force 
must have the kind of service now available through LOGAIR and 
QUICKTRANS in order to do their supply and logistic mission prop- 
erly. there is probably no other way to provide that kind of service. 

Mr. Rorack. You forced the traffic manager to say in eflect—if 
that is the way you are going to look at it, please don’t ask me to 
make traffic management decisions or give traffic management advice, 
because you are saying this is not a traffic management subject under 
consideration. 

Mr. Situ. Of course, this is not to say that if a new contract 
requirement were contemplated or an extension of these were con- 
templated, it would not be the responsibility of MTMA to make a 
traffic management evaluation. 

Mr. Rorack. I think the respective positions are clear on the record. 
General Morris intimated, although he did not explicate, that these 
services were started for a particular purpose and they never would 
get rid of them afterward. 

General Morris. I hope I didn’t say that, sir. 

Mr. Rorack. Didn’t vour statement intimate that? 

General Morris. I didn’t say it, sir. 

Mr. Rosack. You pointed out that QUICKTRANS started during 
the Korean war and the Navy liked it so much they didn’t get rid of it. 

General Morris. I said I thought the services had integrated 
LOGAIR and QUICKTRANS into their logistics systems and the 
traffic management per se is only one facet of the problem. 

Mr. Rorack. You are putting it in a more dignified and_profes- 
sional jargon than I would. [Laughter.] 

Mr. Houirietp. Gentlemen, I appreciate your testimony. You 
have been responsive witnesses. 

We will stand adjourned until tomorrow afternoon at 2 o’clock. 

(Whereupon, at 12 noon, the subcommittee recessed, to reconvene 
at 2 p.m., Wednesday, May 13, 1959.) 
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(Executive Action in Response to Committee Recommendations) 


WEDNESDAY, MAY 13, 1959 


Hovust or REPRESENTATIVES. 
SUBCOMMITTEE ON MILirary Operations 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2:05 p.m., in room 
1501-B, New House Office Building, Hon. Chet Holifield (chairman 
of the subcommittee) presiding. 

Present: Representatives Holifield, Griffiths, RiehIman, and Holt. 

Also present: Herbert Roback, staff administrator; Earl Morgan, 
chief investigator; and Paul Ridgely and Rebert McElroy, of the sub- 
committee staff. 

Mr. Howtrrerp. The subcommittee will be in order. 

The Subcommittee on Military Operations will continue its hearing 
this afternoon into the subject of the Military Air Transport Service 
operation. 

Our first witness today is a distinguished former colleague of ours 
in the other body, Hon. Chan Gurney, Vice Chairman of the Civil 
Aeronautics Board. 

Senator, we are happy to have you before us today, and if you will 
take the witness chair, we will welcome your testimony. 

I know that you have been on the other side of the table many times 
and you certainly ought to qualify as a good witness. 


STATEMENT OF HON. CHAN GURNEY, VICE CHAIRMAN, CIVIL 
AERONAUTICS BOARD; ACCOMPANIED BY JACOB A. ROSENTHAL, 
CHIEF, CARRIER RELATIONS DIVISION, BUREAU OF AIR OPERA- 
TIONS; AND JOHN G. ADAMS, SPECIAL ASSISTANT GENERAL 
COUNSEL, CIVIL AERONAUTICS BOARD 


Mr. Gurney. Today I am a witness for our Board, and I want to 
say at the beginning that I thoroughly agree with the Board’s testi- 
mony, copies of which have been h: anded out. 

Mr. Horirmeip. Thank you. You may proceed with your testi- 
mony. 

Mr. Gurney. Mr. Chairman and committee members, we have all 
seen the big airlift problems that came tothe Nation in World War IT. 

We saw the big airlift over the hump in India. Wesaw the big air- 
lift to the Armed Forces in Africa and Europe during the war and 
then to Berlin and then to Korea; and lately, to a smaller extent, to 
Formosa. 
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All of these airlifts have been accomplished in spite of the cost of 
the airlift. Cost was no object then, but now I think the main thing 
that we are all looking for and hoping for is some system of operating 
economical aircraft that will give us airlift on an economical basis. 

I think that is the overall sentiment of all of our Board; the Board 
members and staff, but in going to my prepared statement, which I 
believe sets forth the Board’s views in a very concise form, I will start 
this way. 

I am testifying in response to your recent letter, Mr. Chairman, of 
May 1. There were various matters you have referred to in your letter 
and which you have asked the Board to be prepared to discuss. 

First you requested the comments of the Rosie on the various areas 
of your committee report, House Report 2011, of the 85th Congress, of 
last year affecting CAB. 

Next, a report from the Board on the accomplishments of the joint 
CAB-Defense Department working group set up in consonance with 
a suggestion of your committee to study various aspects of the MATS 
problem ; and lastly in your letter you asked us to report on the various 
proposals by the Civil Aeronautics Board for greater utilization of 
civil airlift capabilities. 

On June 27, 1958, you formally referred House Report 2011 to the 
Board requesting that the Board comment thereon, and by letter dated 
November 26, 1958, the Board responded to that request in detail. 

Rather than take the time to read our letter, 1 suggest that the 
letter and attachments in entirety be inserted in the record at this 
point. 

Mr. Horirreip. Without objection, it will be received at this point 
in the record. 

(The letter referred to is as follows :) 


Crv1t AERONAUTICS Boarp, 
Washington, D.C., November 26, 1958. 
Hon. CuHet HOoLirFie.p, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN HOLIFIELD: Further reference is made to your letter of 
June 27, 1958, transmitting copies of the report prepared by the Military Opera- 
tions Subcommittee entitled “Military Air Transportation.” You request the 
Board’s comments on those matters in the report which concern the responsibili- 
ties of the Board. 

The Board has considered carefully the recommendations made by the sub- 
committee. With the exception of recommendation No. 16, the recommendations 
do not specifically call for action by the Board, but rather are addressed to other 
Government agencies. We, of course, are directly concerned with the promotion 
and development of civil air transportation and therefore our comments will 
be addressed to those aspects of the report which concern the participation of 
the civil air carriers in military airlift in peace and war. 

The subcommittee’s recommendations Nos. 2, 3, and 5 through 12 are apparently 
directed toward assuring a greater participation by, and a greater reliance upon, 
the civil air carriers for military transportation. 

As stated in the report, the Board in its 1958 legislative program proposed leg- 
islation (subsequently introduced as H.R. 13393) which, if enacted, would estab- 
lish the policy that the Department of Defense and other Government agencies 
should utilize the facilities provided by operators of civil aircraft to the maxi- 
mum extent consistent with economical operations, the national defense, and 
national security considerations. 

Inasmuch as the Board is specifically charged by the Congress, and has acted 
accordingly, to encourage and develop an air transportation system properly 
adapted not only to the commercial and postal needs of our Nation but also to 
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that of the national defense, the Board is vitally concerned with the extent 
to which reliance is placed upon the civil air industry for military airlift. You 
are, of course, aware of the dynamic growth and development of air transporta- 
tion, particularly since the close of World War II, and of the successive reequip- 
ment programs of our civil carriers which have not only met the civilian 
peacetime airlift requirements but which at relatively little expense to the Govy- 
ernment have made a significant contribution to our national defense capability. 

The air carriers are currently in the throes of their jet transition program at 
the conclusion of which the civil air fleet will have the most modern, efficient 
and productive aircraft available and will be able to provide more than twice 
its prior capacity. This reequipment program will make possible a tremendous 
increase in the ability of the civil air carriers, both certificated and supplemental, 
to meet emergency national defense requirements. While the supplemental air 
earriers are not scheduled to receive jet aircraft, it is expected that they will be 
in a position to take over some of the conventional aircraft which the jet- 
equipped certificated carriers will no longer need. However, the extent of the re- 
equipment program and the coincidence of its coming at a time when the general 
growth rate of the air transport industry was temporarily retarded, has created. a 
situation in which there is a serious need for new markets to employ econom- 
ically the capacity of the existing piston-powered and the emergent jet-powered 
air fleets. ‘The largest single source of potential traffic for the civil air carriers 
is the civilian-type traffic currently being transported by MATS. With the eco- 
nomic aid which this traffic would offer, if awarded to the carriers at fair and 
reasonable rates, the United States could expect a healthy civil air transportation 
industry adequately equipped and fully willing to meet the requirements of the 
Defense Department in case of emergency. 

In this connection, we are in full agreement with the views of your subcom- 
mittee that in peacetime it is sound national policy to rely principally upon the 
civil air carriers for the transportation of conventional Government traffic—both 
passenger and cargo. We also concur in the subcommittee’s conclusion that there 
may be special military transport services so directly related to combat require- 
ments as to require primary dependence upon military airlift even in peacetime. 

The Board concurs in your recommendation which suggests abandonment of 
the Air Force bailment program. The Board’s testimony before your committee 
is in accord with this recommendation. 

The Board also agrees with the recommendation which proposes a transpor- 
tation advisory committee for the Air Force which would represent all parts 
of the civil air industry. Such a committee appears essential if the civil carriers 
are to assist the military to their fullest extent in meeting military transporta- 
tion requirements. 

With respect to your recommendation concerning a CAB proposal for a joint 
inilitary-civil working group, such a working group has been established and is 
functioning. An outgrowth of the Board’s participation on this working group 
was the letters of June 10, 1958 (copies enclosed), to the Department of Defense 
and to the carriers interested in MATS contracts relating to the possibility of 
establishing rate floors for military traffic in order to avoid uneconomic rates 
and destructive competition. Another action by the Board which also relates 
to its participation on the joint working group is the enclosed Board order dated 
September 30, 1958, granting various carriers exemption from tariff requirements 
to enable them to provide MATS augmentation service. The Board’s order at 
some length traces the background of the Board’s actions with respect to author- 
ity to operate military contract service. 

A separate special DOD-—CAB working group was recently established and was 
given the objective of evaluating the various means for awarding of MATS inter- 
national and oversea augmentation service contracts to civil carriers and to 
determine which of such means best meets national defense criteria, including 
(a) the strengthening of the civil air transportation system, (b) improving the 
national defense posture, and (c) assuring the provision of an adequate supply 
of airlift for the Department of Defense at a reasonable cost. The working 
group will endeavor to complete its task before the close of the current year. 
The Board will inform your committee of the outcome of the staff group’s work 
and apprise you of any significant actions which might be taken in the interim 
which affect military use of civil air carriers. 

Finally, the report recommends that the President should direct a new study 
of civil air policy, building on the 1954 report of the Air Coordinating Commit- 
tee, and bringing it up to date. Although this recommendation refers to the 
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President as having direct responsibility for “defense mobilization and prepared. 
ness,’ the reference to this matter contained on page 10 of the committee report 
is very broad and may not be limited specifically to matters involving defense 
mobilization and preparedness. For example, the committee report refers to 
the civil air policy report as “the last official report to review in broad scope the 
problems of long-range development of civil air transportation and to make com. 
prehensive policy recommendations.” 

In view of the broad language contained in the committee report, the Board 
urges the committee to make it clear that any such study undertaken by the ACC 
should be limited to defense mobilization and preparedness, a matter which is 
vested directly in the President, and should not include subjects which inyolye 
the statutory responsibilities of the Civil Aeronautics Board. 

The Board appreciates this opportunity to comment on these matters. Please 
let me know if the Board can be of any further assistance to your committee. 

Sincerely yours, 
JAMES R. DuRFEE, Chairman. 


CIvIL AERONAUTICS BoaArp, 
Washington, D.C., June 10, 1958. 
Hon. Nett H. McEvroy, 
Secretary of Defense, Washington, D.C. 


DeEAR Mr. SECRETARY: AS you are no doubt aware, the joint Department of 
Defense-Civil Aeronautics Board staff group have been working for the last gsey- 
eral weeks on the problems related to the use of civil air carriers by the Mili- 
tary Air Transport Service. One of the more pressing problems which has 
engaged their attention has beén the question of the rate level at which military 
contracts for international air traffic have been let. 

I am sure that you are not unaware of the fact that the current rates for 
MATS augmentation contracts are drastically lower than the rates for compar- 
able civilian service. For example, the current cost to the military per passenger 
between New York and Frankfurt under firm contracts is as low as $102 whereas 
the present tourist rate is $353. In addition, there have been statements before 
various congressional committees to the effect that continued adherence to pres- 
ent procedures for letting such contracts will necessarily result in uneconomic 
rates and consequent destructive competition. We note, in this connection, that 
a recent call contract. for New York-Frankfurt service was reportedly let at a 
price of $74 per passenger. 

We are concerned, as we believe you are, that in the present posture of 
our economy where there appears to be an increasing surplus of modern air- 
craft, the economic resources of the Department of Defense inherent in its 
large procurement of commercial transportation not be employed in such a 
manner as to adversely affect the economic well-being of the air transportation 
industry nor the safety of military support operations. Accordingly, we be 
lieve that it would be appropriate to advise you that, should the current pro- 
cedures for the letting of military contracts proceed, without adjustment, there 
is a substantial risk that such an adverse impact would result. 

In this connection, our staff has made a preliminary review of the appropriate 
minimum economic cost levels for the MATS augmentation service between 
New York and Frankfurt, based upen available data for calendar 1957. While 
there has been insufficient time for a full evaluation of the results of such 
preliminary staff review, we are taking the liberty of calling them to your at- 
tention because of the imminence of the date for the acceptance by MATS 
of bids for firm contracts for the first 6 months of fiscal 1959 and the strong 
possibility that the bids to be submitted may, in fact, be below any reasonable 
economic level. The results of the staff review strongly suggest that MATS 
augmentation contracts at rate levels significantly lower than those currently 
in effect would not be compensatory of the full economic cost for the service 
provided. 

As we have heretofore noted, the staff’s conclusions are based principally 
upon 1957 data and are only of a tentative nature. There has been insufficient 
time to obtain more current cost data and to receive and evaluate the indus- 
try’s and Department of Defense’s views with respect to the establishment of 
appropriate minimum rate levels for MATS augmentation service. We anticipate 
that such additional data can be received and evaluated within the next 60 
days. 

Should the procurement policy of the Department of Defense permit, we 
would like to suggest that no final arrangements be made with respect to MATS 
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augmentation air service for periods of more than 0 days after July 2; 1958. 
We should, in the intervening period, further examine the appropriate mini- 
mum economic rate levels for such service, as well as the appropriate means 
whereby we may be jointly assured that current bidding procedures for MATS 
augmentation service will not lead either to unsound economic conditions for 
any significant part of the air transport industry or to improper and unsafe 
aircraft operating conditions. 
Sincerely yours, 
JAMES DwuRFEE, Chairman. 


CiviL AERONAUTICS BOARD, 
Washington, June 10, 1958. 
To Carriers Holding MATS Augmentation Contracts: 


This letter is being sent to those companies which according to our information 
have recently participated in MATS firm and call augmentation bids for inter- 
natitonal air transportation. 

As you may be aware, a number of carriers have charged that the bidding 
procedures for MATS contracts under conditions of oversupply of aircraft result 
in uneconomic rate levels and destructive competition. It is with respect to 
this problem that we have sent the attached letter to the Department of Defense. 

As indicated in the attachment, the Board desires the following information 
and views from your company as to MATS augmentation contracts: 

(1) Do you believe the biding procedures for MATS contracts can result or 
have resulted in uneconomically low rates with the possibility of destructive 
competition ? 

(2) Do you believe conditions are such that the Civil Aeronautics Board 
should attempt, either under present or enlarged statutory authority, to regulate 
rate levels for military contracts (domestic, overseas, and international) whether 
performed by common Carriers or private carriers? 

(3) If you believe minimum rates for such service should be established 
by the Board, submit statistical and cost analyses based upon your most 
recent available form 41 data supporting such minimum rates as you would 
deem appropriate. 

sYou will note from the attachment that the Board desires to provide further 
interim advice to the Department of Defense within the next 60 to 90 days. It 
would therefore be appreciated if the requested information could be supplied 
by your company within 30 days of the date of this letter. 

Sincerely yours, 
JAMES R. DuRFEE, Chairman. 


CIvIL AERONAUTICS BOARD 


Order No. E-13040, adopted by the Civil Aeronautics Board at its office in 
Washington, D.C., on the 30th day of September 1958. 

In the matter of the application of certain air carriers for exemption under 
section 416(a) of the act to perform service under military contracts (dockets 
Nos. 9884, 9890, 9710, 8847, 8917, 9892, 8823, 9877, 8843, 8833, 9898, 9899). 


ORDER GRANTING EXEMPTION 


The Board has received applications from several air carriers for orders which 
would extend current exemptions from section 403 and 404 of the act in such 
manner as to permit the carriers to provide military augmentation airlift pur- 
suant to contracts entered into between the carriers and the Military Air 
Transport Service.! 





1(1) Trans-World Airlines’ application filed September 23, 1958, Docket 9884, re- 
quests exemption from Sections 403 and 404, if such exemption be required. Trans World, 
however, is apparently of the view that its contracts with the military meet the require- 
ments of Parts 294 in terms of duration, frequency, and schedules. 

(2) Pan American World Airways’ application filed September 26, 1958, Docket No. 9890, 
Tequests an order “exempting it, in the same manner as operations are exempted under 
Part 294” in order that it may be able to provide service under its contract with MATS. 

(3) Seaboard & Western’s application filed September 15, 1958, Docket No. 8847, requests 
extension of Order No. E-12710, dated June 27, 1958, which grants exemption from Seetions 
403, and 404 of the Act, for a six-month period. Similar applications to Seaboard’s, but 
limited to the period terminating December 31, 1958, have been filed by Trans Caribbean 
Airways, Docket No. 8917; General Airways, Docket No. 9710: Hawaiian Airlines, Docket 
No. 9877 ; Flying Tiger, Docket No. 8823: and Overseas National. Docket No. 8833. 

(4) Transocean Air Lines’ application, filed September 26, 1958, Docket No. 9892. re- 
quests exemption from Title IV of the Act to the extent necessary to enable it to perform 
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Protests on behalf of certain carriers have been filed with respect to favorable 
Board action on certain of these applications.’ 

The Board has considered carefully the matters submitted by the carriers 
bearing upon the action which it should take with respect to the exemptions 
from pertinent provisions of the act which are necessary to permit successfy] 
bidders to perform military augmentation services in the period subsequent to 
September 30, 1958. The Board has concluded that it is in the public interest 
to continue the authorizations which have heretofore been granted carriers to 
permit performance of contracts with the military without formal compliance 
with tariff requirements.* In reaching this conclusion the Board is not passing 
upon the formal complaint filed by ONA or the informal charges made by others 
with respect to the alleged unfair competitive aspects of the bids for firm con. 
tracts submitted by TWA and PAA. These charges necessarily raise complex 
factual and policy issues which we are unable to resolve prior to the October 1 
date upon which the carriers are to start performing under these contracts. 

Our decision with respect to the exemption authorization needed to perform 
under the current MATS contracts may be illumined by the following chro- 
nology of Board-action in these matters: 

Since 1953, the Board has by regulation (Part 294) provided authority for 
the carriers to perform military augmentation services under firm contracts 
without formal compliance with the tariff and certification requirements of the 
Civil Aeronautics Act.‘ In addition, the Board has as a matter of routine 
extended the scope of the exemptions provided by Part 294 in order to permit 
carriers to provide military augmentation service under contracts whose pro- 
visions did not meet the specific terms of that Part.’ This action by the Board 
has been responsive both to requests from all industry segments and to the mili- 
tary view that such action was in their interest in the obtaining of needed airlift 
on satisfactory terms. 

In the spring of 1957, as a result of complaints with regard to this procedure, 
the Board instituted an investigation with respect to a possible change in its 
policy of granting exemptions from the tariff requirements of the Act. This 
investigation, in which the Board obtained views from the interested carriers 
as well as the military establishment, clearly revealed that a mere withdrawal 
of formal exemption from the tariff requirements would not resolve the funda- 
mental problem inherent in competitive bidding for military traffic under cur- 
rent conditions. In part, the inadequacy of this approach to the problem stems 
from the fact that the Board’s rate control powers with respect to international 
air transportation are severely limited under existing statutory law® so that 
the Board cannot prescribe reasonable rates nor can it suspend prior to im- 
plementation a rate which it deems discriminatory. Under these circumstances, 
the Board has no effective control over tariffs for international traffic. 

More recently, the Board made an effort to determine whether a rate floor was 
practical and could be established administratively in cooperation with the 
Defense Department without specific statutory authorization therefor. It be 


under its fixed requirement contract with MATS. Similar applications have been filed by 
Flying Tiger, Docket No. 9898, and Seaboard, Docket No. 9899. 

Slick Airways’ application, filed September 26, 1958, Docket No. 8843, requests exemption 
for call and fixed requirement contracts. 

2 The Board has received a formal complaint by Overseas National Airways, Inc., against 
TWA and PAA and a request for denial of a renewal of their current exemption authority 
and for amendment of Part 294 of the Board’s Economic Regulations. ONA’s complaint 
has been informally supported by the Independent Airlines Association, and the Board has 
also received comments from other carriers with respect to alleged non-compensatory levels 
of certain bids submitted in response to MATS’ invitation of August 14, 1958. In addi- 
tion, after the close of business on September 26, 1958, Seaboard & Western filed an answer 
in opposition to TWA’s exemption application Docket No. 9884. 

% Order No. E-10788, as extended by Order No. E—11972, also grants an exemption from 
Section 401 on a blanket basis to air carriers having plane-load contracts with the military. 
The latter order expires on December 1, 1958. The Board will take appropriate action in 
due course to extend the provisions of that order at least to the extent necessary to permit 
performance of the contracts referred to herein. 

*In point of fact, military purchase of civil airlift on a bid basis from all segments of 
industry antedates this period by several years. However, prior to 1953, the carriers 
were under a legal obligation to file tariffs with respect to the service. Part 294 applies 
to contracts where the carrier undertakes to perform an average of at least 24 one-way 
Schedules to or from the same point per 30-day period, which provides for a definite 
schedule pattern, and which are of a duration of at least 90 days and not more than one 
year. 

” 8 These individual exemption orders were designed, inter alia, to permit the carriers to 
provide service under call contracts. 

® The Board has for many years sought to broaden its rate control powers in this area. 
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came clear, however, that such an effort would not be productive in the face 
of industry views—from many carriers, small and large—that this approach 
would not resolve the problem. In this connection, it was asserted with con- 
siderable substance that an industry-wide rate floor would inevitably lead toa 
yniform rate and the necessity to evolve a plan for the distribution of traffic 
on some different basis. It was clear that there were very substantial dif- 
ferences in view among the carriers as to the appropriate bases for such a 
tion. 

Taaaquentiy, the effort to establish a rate floor was not further pursued, 
although our staff continued to discuss with the Department of Defense other 
methods of obtaining proper resolution of the manner of awarding military 
augmentation service to the civil air carriers so that such service will serve 
to strengthen the civil industry. j b 

While these discussions were in process, the Air Force in an effort to stabilize 
the rate problem unilaterally adjusted the conditions under which it contracted 
for civil airlift. Basically the changes involved were the extension of firm 
contracts to a full 1-year period and the letting of the bulk of anticipated civil 
airlift requirements in this form.’ While various carriers may have had some 
concern with the packaging of the several invitations,® there was no indication 
prior to the opening of the bids that the stabilizing objective sought would not 
be achieved. 

Unfortunately, however, this did not result and several of the bids submitted 
were below the level which the Board’s staff had earlier concluded (and so 
advised the Department of Defense) appeared to constitute the minimum rates 
necessary to return to the bidder the full economic cost of the service. In ad- 
dition, the Board for the first time received a formal protest with respect to 
granting to certain carriers the exemptions deemed necessary to permit per- 
formance under the low bids. Shortly thereafter, the Air Force formally 
awarded the contracts to the successful bidders. 

Under these circumstances, the Board is faced with a most difficult decision. 
It is seriously concerned with the long term implications of military augmenta- 
tion service at rates such as those involved in certain of the contracts which 
have been awarded. However, a refusal to continue the exemption authoriza- 
tions which have heretofore been a matter of routine would not resolve this 
problem. As heretofore noted, the Board cannot legally establish a rate floor 
or prescribe reasonable rates for this traffic, nor can it effectively preclude 
resort to competitive bidding for MATS augmentation airlift even if it were 
to insist upon formal compliance with tariff filing requirements. Under these 
circumstances, a refusal to grant the carriers concerned necessary exemptions 
from the Act would in all probability only defer for a relatively short period 
the time when the Board would again be faced with its lack of effective power 
to resolve the situation.® 

It is evident, we believe, that the fundamental problem of distributing needed 
military augmentation airlift among the civil air carriers—with due regard for 
the national interest in economic air transportation for military traffic and in a 
sound air transportation system—can be solved administratively only through 
positive cooperative activity on the part of the Department of Defense and the 
Civil Aeronautics Board. We have so advised the Department and have been 
assured of its active interest and support in this endeavor. The two agencies are 
immediately undertaking joint activity on an expedited basis to provide a 
proper solution to this problem prior to the time when MATS will again need 
to obtain airlift on other than a call basis. It is, of course, our intention to give 
appropriate opportunity for expression of carrier views on this matter. 

Pending this determination, we are of the firm view that it is in the public 
interest to continue the necessary exemption authorizations which have hereto- 
fore been granted carriers awarded contracts by MATS. Such action on our 





THeretofore the greater part of civil airlift had been purchased on a “call” basis—that 
is, on contracts generally calling for less than thirty days of airlift. 

’For example, the condition of the bid, which precluded small carriers bidding on a part 
of a larger requirement—a principle newly adopted by the Air Force—was deemed to be 
discriminatory in favor of large carriers. Also the terms of the convertible requirement 
(e.g., cargo in one direction, passengers in the other) were stated to be unduly favorable 
toa particular type of equipment as opposed to other comparable types. 

®Pven these carriers which have suggested that the Board refuse to extend the exemption 
authorization necessary for performance of the firm contracts recognize that MATS has 
taken the view that it is under a general legal obligation to contract for airlift under bid 
Procedures and that substitute airlift would probably be so purchased. 


41501—59. 9 
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part will enable the military to transport in orderly fashion the substantia) 
numbers of people and the cargo tonnage which it has been in the process of 
assembling at embarkation points in reliance upon the ability of the successfy] 
low bidders to provide the needed service. In fact, we are advised by the Defense 
Department that any other action on our part would lead to a chaotic situation 
in the procurement of civil air transport. The extension of the exemptions wil] 
also permit the interested government agencies and the carriers to focus on the 
more significant long-range task, on the successful resolution of which so much 
of national interest depends. 

We are, of course, concerned with the likelihood that certain of the bids 
submitted may be inadequate to provide for the full economic cost of the service, 
However, our examination of the bids suggests that this is true not only of the 
low bids submitted by TWA and PAA but also of competitive bids both successfy] 
and unsuccessful of other carriers. Our concern, as we have heretofore noted, 
stems from our belief that contracts awarded on such a basis do not contribute 
to the long-range economic strength of the industry and that a prolongation 
of such uneconomic operation may impair the fine safety record of those carrierg 
which have historically provided the bulk of the military augmentation service. 
It is for these reasons that we are determined to find a proper solution to the 
current unrestricted bidding procedure. However, we do not believe that we 
could properly find on the present record that the current MATS contracts of 
PAA and TWA do not advantage those carriers economically—without regard to 
their possible long-range economic impact on other carriers—or that there would 
by any impairment of their ability to provide safe service. In this connection, 
it should be clear to the complainants, as it most surely is to the certificated 
carriers, that under long standing Board policies neither TWA nor PAA would 
accrue any right to subsidy for any loss which they might experience in these 
operations, and that any commercial rate levels which might be set would equally 
ignore any loss from service under military contracts. Nevertheless, we recognize 
that the substantial size disparity between the certificated passenger carriers 
and their competitors for military contracts may give the former a substantial 
economic advantage. Congressional recognition of the inherent competitive 
advantage of the large economic unit has led to the practice of setting aside 
portions of military requirements for exclusive bidding by small business. The 
current MATS bids incorporate this principle.” The question of whether the 
Board can, or should take other action designed to equalize competitive oppor- 
tunities is not one which could, or should be resolved on the current record in 
the limited time available. 

Accordingly, the Board finds that the application of Sections 403 and 404 of 
the Act to the contracts listed below would be an undue burden on the carriers 
by reason of the unusual circumstances affecting their operations and would 
not be in the public interest. 

Pursuant to sections 205 and 416 of the Act, it is ordered that: 

Each of the air carriers listed below be, and hereby is, exempted from the 
provisions of Sections 403 and 404 of the Act with respect to operations under 
the contracts listed opposite its name for the periods indicated: 








Carrier Contract No. Period 

NNT ea Bk ek ecehn eee sintiihieawntaisiiinis a AF-33 (600) 35761. ................| Oct. 1-Dec. 31, 1958. 
NE Jin ek SS eb siGnwwn AF 33 (600 Bs Doth eel aodocaen Do. 

UNE i idk See ecsncwatles | AF-33 (600) 36861 bttbolintatubaa Do, 

a a a ld al a a ele 33 (600) 35763_-...---- ine Do. 

Ro oe nS aaa _| AF-33 (600) ¢ ae eet Do. 

AE Oe ook SU Ch canned | AF- 33 (600) 357¢ a thomas Do. 

Overse: pa ethene 205.6. cccsktee | AF b [) WEIN. de ienaceuee Do, 

Ne ain isan ncn ncpcccuguenn<] MA oEe Cee 71 iain lila ~-e----| Oct. 1, 1958-Sept. 30, 1959. 
eM Nees cee oeeul Ceee aici ecnee | AF “i RE nena e ts can Do. 

ta teihcaincitont AF-11 (626) 76__- > fo Do. 

a a cia cae dba I I a Do. 

ME ee ee LO ee et nei ee 8 Do. 

a I snalstalaetaii ian ee Do. 





By the Civil Aeronautics Board : 

[SEAL] MABEL McCakrrt, 
Acting Secretary. 

10 We, of course, need express no view as to whether the set-aside was adequate for this 


Purpose in view of the prior history of relative participation of various industry segments 
in these operations. 
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Mr. Gurney. I will now turn to the matter of a report of the 
progress of the joint CAB-Defense Department working group W — 
paied the MATS problem, plus a report as to the proposals ad ancec 
to Defense by the Board for greater utilization of the civil industry. 
This project absorbed much attention of the Board and various mem- 
bers of the staff during the past year. — aT Up 

I am sure the committee realizes, from the standpoint of the Civil 
Aeronautics Board that current controversies about MATS peace- 
time role center upon two separate but interrelated problems, They 
are: eae ae . , — 

1. The relative share of MATS and the civil air carriers in mili- 
tary traflicin peacetime,and, 

9, The rate at which civil airlift is procured for such traffic. 

Our efforts in the past several months have been concentrated on 
the resolution of the second question. However, our forces reflected 
our belief in the Defense Establishment’s willingness to resolve this 
problem, not a conclusion that it was necessarily the more significant 
of the two. 

In this connection, it might be noted that the special CAB-DOD 
working group on MATS was established after conversations between 
Secretaries McGuire and Sharp of the Department of Defense, and 
Chairman Durfee and myself, suggested the possibility of our reach- 
ing agreement on revisions of MATS procurement practices to elimi- 
nate the ravages of destructive competitive bidding. 

The reason for the attention to this problem is well known. The 
industry made it clear to us, to the Air Force, and to this committee, 
that the present system of acquisition of augmentation lift was not 
satisfactory. 

All aspects of the industry—certificated route operators, supple- 
mental carriers, and the contract carriers—engaged in a spirited bid- 
ding contest over the years, the end result of which was the letting of 
contracts in 1958 at rates so low that many operators charged they 
were noncompensatory and actually destructive to the industry as 
a whole, 

And, of course, much of what we at the Board might be able to 
propose depended for its success on the willingness of the Defense 
Department to abandon its competitive bidding practices for move- 
ment by planeload in favor of some other means of acquiring its 
augmentation lift. 

Among the proposals advanced by the CAB was one to transfer a 
class such as dependents from MATS to the certificated carriers, leav- 
ing other passengers for movement by contract carriage as at present, 
but to require of all participants in this business that they be CRAF 
participants and that their equipment being used meet military specifi- 
cations designed to upgrade civil airlift capability. This proposal 
was not favored by the Defense Department. 

The Board staff finally concluded that whatever was done to modify 
current procurement practices would need to be done by CAB alone, 
because as of the time of the negotiations—and the recent testimony 
of Secretary McGuire and Secretary Taylor suggest that as of now 
also—the Defense Department planned to continue its established 
procurement program. 
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In the light of this situation, the Board reexamined its own re. 
sources under its present statutory authority to determine what 
action, if any, could be taken to declare publicly and with fair oppor. 
tunity for expression of all interested viewpoints the minimum rates 
which the Board would regard as appropriate for military traffic 
and also to determine just how effective such a declaration would be, 

Our proposed policy statement on “Rates for Military Traffic” wags 
the outgrowth of this consideration. ; 

We would like to submit a copy of our March 10 statement for 
the record at this point. 

Mr. Hoxtrrexp. It will be inserted in the record. (See p. 153.) 

Mr. Gurney. Comments have since been received from interested 
carriers and Government agencies, and the question of the finalization 
of the proposed policy is before the Board for decision. We anticipate 
taking action shortly and will furnish the committee with information 
as tosuch action. (See p. 162.) 

As I previously indicated, the Board’s concentration on resolution 
of problems flowing from MATS procurement practices resulted jn 
part from our belief that officials in the Department of Defense 
shared our concern about the extremely low level to which competitive 
bidding had driven rates in recent years. 

This belief was fortified by the initial reactions of Department of 
Defense staff to our rate policy proposal. Consequently, we were 
surprised by the formal comments on our proposal by Secretary Me- 
Guire, stating that Defense, as a matter of policy, preferred to con- 
tinue adherence to competitive bidding practices. 

It is significant, I believe, that the Department suggested no solu- 
tion to the rate problem and, in fact, seems in effect to ignore the fact 
that this problem, which we had assumed was of mutual concern, does 
in fact exist. 

In this connection, I should like to point out to the committee that 
we have no reason to believe that the downward spiral in MATS 
procurement rates will not continue, and even accelerate, if MATS 
current procurement program for fiscal 1960 is effectuated. 

In fact, if I understand correctly, MATS procurement plans for 
fiscal 1960 are premised upon such a downward revision in rates, 
Thus, I am advised that on Monday defense witnesses testified that 
MATS transport activities for fiscal 1960 were programed at approxi- 
mately the same dollar rates as expenditures in fiscal 1959, that is 
about $288 million. 

It was also stated that the share of cargo and passenger traffic let 
to civil carriers would increase from about 7 percent and 39 percent 
to 10 percent and 40 to 45 percent, respectively. 

However, the dollar estimate for civil airlift procurement dropped 
from $71 million to $70 million. In short, it appears as if Defense 
also realizes that a continuation of unrestricted competitive bidding 
will continue the downward rate spiral. 

I am sure that the committee has been made aware, as has the Civil 
Aeronautics Board, of the long-term implications of airlift procure- 
ment at rates which fail to yield the carriers the full economic cost 
of the service—especially for those carriers where such service con- 
stitutes a major activity. 
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It may not be without significance that it was similar economic and 
safety problems stemming from competitive bidding for airmail con- 
tracts which led the Congress in 1938 to pass the Civil Aeronautics 
Act. 

We would be remiss in the discharge of our responsibilities not to 
call attention to the serious concern we would feel should there con- 
tinue for a further prolonged period, under present conditions, cur- 
rent MATS procurement practices. 

Whether the Board can, under the limitations of its present statu- 
tory authority, take any proper step to curtail such practice is open 
to question. 

I am sure that the committee realizes that our efforts to assure 
compensatory rates for planeload airlift for military traffic have been 
impeded by the fact that the Board, under the present provisions of 
the Federal Aviation Act, is without legal power either to suspend 
tarifis or to fix reasonable rates for traffic moving in foreign air 
transportation, powers which the Board has for domestic air trans- 
portation. 

We have requested the Congress to broaden the Board’s rate powers 
in foreign air transportation, and should this legislation, which has 
already been introduced in the Senate by Senator Magnuson as S. 1553 
be enacted, the Board would be far better equipped to cope with the 
problem of uneconomic competitive bidding. 

As I earlier indicated, apart from the rate problem, the Board has 
a serious concern for the peacetime employment of the civil air car- 
riers for Government traffic. 

Included in our legislative program for the last 2 years has been a 
proposal for legislation which would amend the Federal Aviation 
Act to include a declaration of national policy relative to the use of 
civil aircraft in meeting the needs of the Government for transporta- 
tion by air. 

Proposals presently before Congress to accomplish our requests are 
§. 1548, introduced into the Senate by Mr. Magnuson; H.R. 6930 by 
Mr. Springer: and H.R. 6931 by Mr. Williams. 

They are each identical in language to the proposals currently and 
formerly advanced and supported by the Board. 

As the committee is aware, other proposals have been advanced 
which would require that a specific percentage of MATS traffic be car- 
ried by civil air carriers. 

You have also heard testimony in recent days from Defense wit- 
nesses with respect to their plans for apportioning traffic between 
MATS and the civil air carriers. 

On this problem, the Board can be of only limited assistance to your 
committee and the Congress. But to the extent that we can, we are 
prepared to facilitate greater use of the civil air carriers for peacetime 
carriage of Government traffic. 

Should that entail the assumption by the civil carriers and their 
employees of greater wartime obligations, we are sure that they would 
be prepared to assume them under fair conditions. 

However, so far as we are aware, there has never been spelled out 
for the carriers the circumstances and conditions under which the De- 
partment of Defense would be prepared to place greater reliance on 
the civil air fleet in peace and war. 
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It is obvious that a policy decision as to the relative use of civil air 
services must first be made before these conditions would be advanced, 

In this connection, we should point out that the recent Defense De. 
partment decision to make greater—if still limited—use of civil air 
carriers for MATS cargo requirements, provided that the carriers 
procure modern, efficient cargo aircraft, is a step in the right direction 

We are equally encour aged by the ‘deci ision, as we understand it, 
to contain further growth of MATS in favor of greater reliance on 
civil air carriers. 

We would, however, feel a somewhat greater sense of accomplish- 
ment if the forecast procurement for fisc: al 1960 and subsequent years 
programed a significant increase in the use of civil air carriers over 
actual use in fiscal 1959. 

There is a further point which my colleagues have urged that I 
emphasize to you gentlemen. We at the Board are ac utely aware 
that our economic responsibility was not given to us by the Congress 
solely for the purpose of guaranteeing a profit to a ‘selected group 
of private business investors. 

Ever since the first Civil Aeron: vutics Act was enacted, the Con- 
gress has had a far broader objective in view, and that is the main- 
tenance of a healthy, virile, and modern air transport system capa- 
ble of supporting any national emergency effort which the Nation 
may face. 

To do this we do more than pay subsidy to carriers for serv icing 
particular routes. We work long and hard to find means of improv. 
ing techniques, facilities, and equipment. 

We are now helping our smaller local service-type carriers to con- 
vert to new and profitable equipment; we are mindful of the need to 
help our trunkline operators in their conversion to jets; we are con- 
cerned with the need to develop an economic cargo aircraft; and we 
are seeking means of assisting the supplemental carriers in their 
struggles to find their rightful places in the industry. 

We see objectives and projects of this sort as a mandatory part of 
our economic responsibilities, and as we interpret these responsibili- 
ties they are for the twofold purpose of helping an infant industry to 
grow, and assuring the industry’s capability to assist in any future 
mobilization effort. 

In summary, let me say that the Board believes a solution to the 
problem of destructive competitive bidding must be found. 

Should the Congress grant the Board the international rate powers 
it has requested, we would be able to cope effectively with the problem 
of uneconomic bids. 

Further, the Board is of the firm view that a policy decision should 
be promptly made as to the relative share of peacetime traflic to be 
carried by the civil air carriers and by military aircraft, and that 
the Defense Department should be called upon to set forth in clear 
terms the conditions under which greater reliance could be placed 
upon civil ¢ apability for emergency airlift needs. 

That is all I have, Mr. Chairman. 

Mr. Houtrrecp. Thank you, Senator. 

Mrs. Griffiths ? 

Mrs. Grurrirus. No questions, Mr. Chairman. 

Mr. a Mr. Holt? 

Mr. Hour. No questions. 
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Mr. Houtrrecp. Mr. Roback ? 

Mr. Rosack. Senator, with regard to the foreign rates, you say 
that if you got jurisdiction over those rates that would help you to 
cope with this problem. 

That will not resolve the problem with respect to your jurisdiction 
over military procurement; would it? That would put you in the 
foreign field on the same plane as you are in, in the domestic field. 

Mr. Gurney. That is right. 

Mr. Ropack. And to the extent that the law is either limited or am- 
biguous with regard to the jurisdiction over military procurement, you 
would still suffer under that disability; would you not? 

Mr. Gurney. We would have to have the military make a decision 
as to the portion of the airlift that was going to be given to civil air 
carriers, 1f that properly answers your question. 

Mr. Ropack. Well, one of the problems that seems to be implicit in 
this whole discussion is that there is a lack in the law with regard to 
just how far you can go to control certain matters of civil airline opera- 
tion when it has to do with rendering military service; isn’t that the 
case ? 

Mr. Gurney. We must give the carriers a waiver from our rules, 
both to permit them to fly to places for which they are not certificated 
and to avoid the necessity of filing tariffs 30 days in advance and then 
they are permitted to enter open “competitiv e bidding for such traffic 
as is offered by the military. 

Mr. Rosack. To the extent that you acquire jurisdiction over for- 
eign traffic, that is oversea traffic, and apart from the merits of that 
particular issue, that in itself doesn’t help to resolve the problem 
of your control over military procurement. 

Mr. Gurney. That is true. Also, we can’t set the rates on inter- 
national air traffic at the moment. All we can do is turn down or re- 
ject proposals for tariffs that may be filed by a group of carriers 
such as the IATA carriers, and this authority has very little strength 
for the purpose we are discussing here. 

Mr. Rosackx. What, in your judgment, is the most explicit way of 
resolving this problem ? 

You have said there ought to be a policy decision with regard to the 
allocation of military procurement to civil carriers. You have pro- 
posed as a Board policy that preferential treatment be given to civil 
carriers in the carrying of military traffic. 

In no case—is this not true—in no case has the Board proposed the 
kind of legislation which would explicitly resolve the issue whether the 
Board or the military had control over the procurement of civil air- 
line services for military purposes. 

Mr. Gurney. I don’t think the Board is asking for preferential 
treatment for civil air carriers. 

I think what we are doing is saying that the civil carriers can, at 
lower cost to the Government, not only carry military traffic but civil 
cargo traffic and all the other traffic at lower rates in peacetime and 
then the equipment will be available at a moment’s notice to the mili- 
tary at much, much lower cost to the Government. 

Mr. Rosack. Suppose S. 1548 were enacted into law as sponsored 
by the Board ? 

Mr. Gurney. S. 1548 is the international rate legislation ? 
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Mr. Rosack. No; this is to amend the Federal Aviation Act to 
include a declaration of policy relative to the use of civil aircraft jp 
meeting the needs of the Government for transportation by air. 

That is the so-called preferential policy bill. What will that bill 
do, if enacted into law, to clarify the issues before the committee and 
other committees of the Congress with respect to how much ciyi] 
carriage the military can employ and at what rates? 

Mr. ‘Gu rneY. Well, I think that that would be a statement of con- 
gressional attitude that the military should give to civilian carriers 
most of its personnel traffic and that cargo which is not of the nature 
of gigantic missiles or tanks—something like that—and for which you 
have to aos a huge transport plane; it would be asking Defense to 
transfer the bulk of the cargo and personnel traflie to the civil air 
carriers. "Of course, I think this should only be if the civil air ear- 
riers had procured the best type of transport planes available. 

It would be a definite st: itement by the Congress that that is the 
desire of the Congress that this is the best way to handle military 
traffic. 

Mr. Ropack. You referred in your statement to the importance of 
the need for making a policy decision. 

Do you believe that decision ought to be made by the Secretary of 
Defense or should it be made by the President who, under the law, 
has the mobilization responsibility i in this field ? 

Implicit in your testimony is that this situation in large part could 
be alleviated by an administrative decision. That is to say, it isn’t 
a lack of law that bars the military from using more civil carriers, 
and therefore it becomes a policy decision as to how much more. 

I raise the question in that context to find out whether you meant 
or intended to imply that the Secretary of Defense or the President 
who, after all, has the mobilization responsibility by law, should 
determine whether the civil airline industry is important to the de- 
fense effort. 

Is the President the one who you intended to refer to? 

Mr. Gurney. It could be either the Secretary or the President. 
Also, I think the Congress would assert the policy by first giving 
the Board authority to control the rates, and then letting us know, 
maybe as the result of this committee hearing, or other action by the 
Congress, or by the appropriations granted to the military for this 
or that ty pe of airplane, or by other types of appropri: itions actions. 

Any such congressional activities are clear notice to the military 
of what the policy of the Congress is, and what the Congress wants 
them to do. 

Mr. Ropack. Well, you may know that the President has directed 
Secretary McElroy to make a study of MATS. 

General Quesada appeared before this committee and also conveyed 
to this committee informally the President’s interest in this matter. 

Now the question is, Does any policy action in this field depend 
upon, in your judgment, prior action by the Congress ? 

Mr. Gurney. It would be preferable if we have legal authority to 
back up the policy that is decided on. 

Mr. Rosack. It would follow then, in your analysis of the situa- 
tion, that the Department of Defense cannot go any further than it 
can because there are legal bars to its action. 
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Do you follow my point ? 

Mr. Gu RNEY. Yes, I do. I will have to lean on the men here with 
me who may be acqu: ainted with the details of the statutory authorities 

and limitations on MATS and Defense. 

Mr. Rosenthal ¢ 

Mr. RosentHau. I think it wouldn’t make a difference as far as the 
board is concerned as whether the policy is issued with respect to the 
respective share of MATS and civil carriers; whether made by the 
President or Congress. 

It seems to me this is an area of responsibility that is probably jointly 
shared by Congress and by the President, but apparently somebody is 
going to have to make a determination as to what is the appropriate 
share in the national interest. 

Mr. Rozack. I raise this question rather specifically. This commit- 
tee has made a rec ommendation, among other things, that if certain 
administrative policies were not established, then Congress ought to 
consider this matter along the lines of the type of legislation that the 
board has proposed. 

Now in pursuing the point of that recommendation, I wanted to get 
Senator Gurney’s views as to whether he thought the administrative 
remedy has been exhausted, so to speak, that you have to go to 
Congress to get some action which you can’t get at the administrative 
level. 

Mr. Gurney. That is right. I think the military has told you defi- 
nitely that they must adhere to the competitive bidding program, have 
they not ? 

I think they have. 

Mr. Rozsack. They have generally testified to that. 

Mr. Gurney. They have told our working group that and also have 
formally so advised the board in commenting on part 399. We have 
to find some way to assure the civil industry enough of the military 
traffic so that the civil carriers will be able to develop what the military 
needs in the way of transport facilities. The carriers must use those 
facilities hauling military and civil cargo and traffic during peacetime 
so that they will be available in an emergency. 

Now, they can’t do it under the present system of competitive bidding 
because there is no profit in it; it is not even compensatory for out-of- 
pocket costs. 

Bids were let last year, and on some of them, the successful bidders 
cannot make any money out of their contract. They can’t develop a 
capital reserve to buy modern planes. The whole industry will have 
no program where enough planes can be put on the design board, shall 
we say, and be made ready at the earliest opportunity. This sort of 
program takes a number of years. We have got to havea policy now 
that will give traffic to the civil carriers instead of competing with 
them. They must know they will get business before they can pro- 
gram to modify the present DC-7’s and DC-6’s for military traffic so 
that these modified aircraft will be available in a few months—say 6 
months. Later the jets will take over the traffic that is being hauled by 
the DC-7’s and DC-6’s and Constellations. 

We have got to have some program that will give us in the near 
future as possible—3 or 4 years—a modern economical plane that will 
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carry cargo at much lower cost-per-ton mile than we presently haye 
available. 

Mr. Rosacx. Is it your testimony and your judgment that unlesg 
the issue of rates is resolved, the issue of greater allocation would not 
have any effect, you would have to solve the rate problem before 
larger share of traffic allocation means anything ? 

Is that your testimony ? 

_Mr. Gurney. Yes, even if a larger share of the traffic came to the 
civil air carriers through the current competitive bidding process jt 
will not be of any real value. 

They have got to be able to show a profit, the civil air carriers, jp 
order to pay for this procurement program for the new, modern 
planes. 

Mr. Rosack. How do you come to grips, as a Board matter, with the 
problem of the available carriers differing in their efficiency, the qual- 
ity and the value of their equipment, if you set, for example, an estab- 
lished rate or even minimum rates? 

The more efficient carriers would get a windfall. How do you cometo 
grips with that problem ? 

Mr. Gurney. That is a judicial process. We hold hearings, that we 
must do, and set these rates. The carriers file a rate and if our in- 
quiry into the rates, if it is too high, we will suspend them and holda 
hearing, give everybody a chance to testify as to what the proper rates 
should be. 

That is the way we arrive at the proper rates. 

Mr. Ropack. Suppose the cargo rate runs around 20 cents per ton- 
mile in a determination that this rate would, say, be a break-even 
rate for the industry ? 

Mr. Gurney. Possibly that is near correct. I don’t know. 

Mr. Rogack. Using the figures hypothetically, suppose that were the 
case, and one carrier comes in and says: 

If I were allowed to bid for MATS traffic, I can carry for half that price— 
I can carry for 10 cents. I’ve got new aircraft; they are efficient, and can 
carry large loads, and if I can have a sustained rate of business, I can carry 
for half of the going rate, the Government would be paying half and getting 
twice as much. 

Mr. Gurney. If this carrier came in and said he could carry for less, 
and he had never 

Mr. Rosack. I am talking abstractly, but the question is not a wild 
one because such representations have been made. 

Mr. Gurney. But they haven’t any of these bidders, at these low 
rates that we saw last year. They are not compensatory. We are quite 
sure of that, but we have no authority because we don’t have the 
authority by law to set the rates for international traffic. 

Mrs. Grirrirus. Mr. Chairman, may I ask a question ? 

Mr. Houtrtevp. Yes. 

Mrs. Grirrirus. What objection do you have if the rates aren't 
compensatory ? 

Mr. Gurney. Well, under the Federal Aviation Act, we are charged 
with the responsibility of establishing a sound air transport system 
for the civil needs and for the military needs and if they are not able 
to make a profit and stay in business, and I don’t mean an unreason- 
able profit, why we just vent accomplished our purpose or the pur- 
pose that Congress intended we should accomplish. 
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Mrs. GrirrirHs. Well, are they merely saying here that no matter 
whether this traffic is carried by M ATS or whether it is carried by 
the civil airlines that actually, ‘the Government is going to have to 
underwrite the cost ? 

Mr. Gurney. We don’t think the Government will have to under- 
write the cost, the purchase of these planes, if we can establish a 
system where the traffic goes to the civil carriers in peacetime. We 
believe they can finance these planes themselves. 

Mrs. GrirFirus. On a competitive bid basis ? 

Mr. Gurney. No, on fair and reasonable rates established by the 
board under the law. 

Mrs. Grirrirus. Well, you are saying the Government must first 
supply the traffic and second, set the rates that make it profitable to 
earry the traffic. Then you could have a civil air fleet that could 
carry the traffic, right ? 

Mr. GuRNEY. Well, it isn’t quite that simple but if the Government 
will supply the traffic and not all the traffic either, but if the civil air 
carriers were assured of the traffic that the military now has, that 
traffic along with what they can get from the civilian economy will 
let the carriers know that they can invest their money in big, modern 
planes th: it will carry itata much lower per ton mile cost. 

Mrs. Grirrirus. What is MATS supposed to do? 

Mr. Gurney. MATS, I think, I am not the military but I am quite 
sure personally that M ATS will have to continue with their very, 
very large planes for the very, very heavy traffic. But the ordinary 
military cargo and personnel traffic, which would make up the CRAF 
program in time of emergency, we think need not be carried by mili- 
tary aircraft in peacetime. Much of it is no different from other 
civil traffic that would be available and, during peacetime it would be 
moved in the long run at less expense to the military by the civilian 
carriers. 

Mrs. Grirrirus. Not if the military supplies the cargo and paid 
for it. It isnoexpense to the military. 

Mr. Gurney. In the long run they would be getting it much 
cheaper if the program was set up to get these new modern ‘planes. It 
Sata have a much, much lower ton-mile cost in prospect, and this is 
definite; I am sure on that phase of it. The military would be get- 
ting by cheaper than they presently are, because their own operation 
is expensive. MAT'S cost is terrific now, as I am sure has been 
testified to. 

Mr. Hotirteip. We are in a kind of contradictory position here. 

On the one hand we have the policy of setting up the certificated air- 
lines domestically on the basis of common carrier, a franchised utility 
you might say, guaranteeing to them certain franchise rights and 
establishing rates which are considered to be fair to the public : and fair 
to the companies in order to keep them in a sound and stable and 
growing condition, and on the other hand we have the competitive 

d procedure as set up in the Department of Defense which is 
being utilized and which last year became such a cutthroat arrange- 
ment that, in one instance, the New York to Frankfurt rate went down 
as low as $74 a passenger, whereas the tourist rate on the regular line is 
$350. 

Mr. Gurney. That is right. 
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Mr. Houtrrevp. In other words, it went down to about one- fifth 
of what is generally considered to be a fair price. 

Now, it is obvious that the Government got a bargain in that $7 
per passenger, and there is no doubt about that. 

Of course, we in Congress are always interested in the Government 
getting a bargain, but at the same time it did promote cutthroat com. 
petition among these carriers, which is generally conceded to be bad; 
the same as sc cab wages are considered | to be bad where there is ee 
fair standard for wages involved and where the man who pays a fair 
wage is at a competitive disadvantage to the person that does not pay 
a fair wage in the same industry. 

Mr. Gurney. Well, leaving aside for the moment the matter of 
money, I agree with you that we would like to see Uncle Sam get 
bargains wherever possible, but is he getting a bargain ? 

In the first place, that price which is certs inly not pee 
does not put that carrier in position to modernize his fleet 

Mr. Houtrierp. That is right. 

Mr. Gurney. There isn’t any chance in the world of doing it. 

Mr. Hotirterp. Yet, one of the Defense objectives is to have a civil 
air fleet that is modernized and is available for emergency use in time 
of war. 

Mr. Gurney. That z right, and they cannot depend on DC~4’s or 
in this case, of course, I do ‘know the carrier you alluded to was TVA, 
but they can’t make a profit at that price, and there is no chance with 
these practices of setting up this air fleet that we are all sure the 
military needs as part of the protection of our very existence. 

Mr. Houirieitp. It seems to me, as I said. there are two conflicting 
policies in the Government. We found another conflicting policy, 
We found in the business that was allocated to the civilian carriers a 
set-aside for small business and the area of competition was circum- 
scribed by the small business bidders qualified in that set-aside; so 
you've got a partial competitive situation there and, of course, this 
again is contradictory, you might say, to the policy of the Congress 
to have competition, and yet, wherever competition becomes too tight 
on small business to protect small business. 

Now they are both policies of the Congress. In this case, there is 
some element of contradiction, it seems. 

Mr. Gurney. Well, looking at competition in a greater area of the 
dense traffic part of the world, presently the civil air carriers do com- 
pete with one another. We have it with TWA-Pan American and 
Braniff alongside Panagra in different parts of the world. 

Mr. Hortrterp. There is a competition for service, but not for rates. 

Mr. Gurney. There might be, yes. Well, of course, we belong to 
IATA now but the carriers file their rates and the Board either ap- 
proves them or holds hearings and sets the rates. 

Mr. Houitrrecp. When I buy a ticket to Los Angeles, whether I go 
on. one large line or another large line, my ticket is the same and so 
the competition is the same. 

Mr. Gurney. It is a regular rate, public utility rate now. 

Mr. Hotirrevp. So there is no competition as to rates. Such com- 
petition as might be, will be on the basis of service or time of sched- 
ule, or something like that, the type of plane, or whatever the pas- 
senger likes. 
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Mr. Gurney. It might be that to protect small businesses, a working 

roup between our board and the military could work out an alloca- 
tion as between the certificated carriers and the small carriers, pos- 
sibly giving the small businessman, the small carrier—the supple- 
mental—the job of carrying to places where we do not now have 
certificated points, but where the military does have great military 
installations such as in Greenland and Africa. Of course, we do 
have some carriers going to Africa, but places in the world could be 
found that, I believe, could completely utilize the equipment of the 
smaller, supplemental carriers and just looking back to the Formosa 
eargo airlift program that we had an emergency on not too long ago, 
the military did put out some calls for bids. They had some con- 
tracts in the Pacific and then they put out a certain amount of traffic 
on call bids on which they had to pay real heavy per-ton-mile costs. 

There was no system set up. ‘There was no modern planes avail- 
able that would give the low cost to the military for carrying that 
necessary cargo, so they had to pay the very high rates. 

Tam sure the military could furnish you with those rates. 

Mr. Ropack. Senator Gurney, will you state to the committee now 
just what is the status of your proposal for a floor on rates, so far as 
military business is concerned ¢ 

Mr. Gurney. Well, [ think my quick answer would be that Defense 
looked at it and doesn’t like it. 

Mr. Rosack. Have you promulgated a rate—I mean an official one? 

Mr. Gurney. That is the one that I referred to here in my testi- 
mony on which the Board has sent out a proposed statement of policy 
forcomment from all of industry, part 399. 

The Board has not yet come to a decision on whether or not we 
will say these are our minimum rates or not. We will resolve that 
shortly. 

Mr. Rozackx. No one ever wants to ask the Board to give the con- 
tent of a decision before a formal ruling. 

My question doesn’t go to that, but my question does go to whether 
the Board’s concern will be as to the economic problem of determining 
such a rate or whether the Board will figure that it does not do any 
good to establish such a rate because they don’t have full authority 
to enforce it. 

Mr. Gurney. Well, if we had some assurance from the military it 
would be used, we wouldn’t need to enforce it. 

Mr. Ropack. So far you have no assurance and, therefore, one of 
the questions conceivably that will be before the Board is whether 
there is any point in putting it forth. 

Mr. Gurney. You are correct. 

Mr. Ropack. Assume that the military completely ignore, as to date 
them seem to, any recognition of your authority. They don’t rec- 
ognize the Board’s authority to establish a floor under the rates at 
which they will procure airlift from civil carriers. Suppose that is 
thecase. Is this a matter for remedial legislation ? 

Mr. Gurney. We so recommend. 

Mr. Ropack. You have not specifically ever proposed any legisla- 
tion on that point. 

Mr. Rosenruau. Yes, sir; there is before the Congress now legis- 
lation which the Board has asked for international rate powers. 
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Mr. Rozack. I asked the witness a question on the matter of extend. 
ing into the international field the comparable powers that they have 
in the domestic field. : 

Mr. Gurney. That is right. 

Mr. Rosackx. What I couldn’t understand for the record was jp 
what way that extension of power would clarify your relationships 
with the military. 

That is what I would like to have you explain. 

Mr. Rosenruau. It would clarify our relationship with the mili. 
tary in this way, Mr. Roback. 

Under current circumstances where we are not able to suspend a 
tariff for a rate for international air transportation, where we are 
not able to prescribe a reasonable rate for such transportation, the 
Boad has heretofore made a determination that it would not evep 
require the filing of a tariff. 

Mr. Rorack. In other words, you exempt carriers who perform 
military service 

Mr. Gurney. On the assertion of the military this was needed in 
the national interest. 

Mr. RosentHat. Should we have international rate authority, we 
would then require carriers to file tariffs. The carriers would stil] 
have the initiative with respect to the rate with which they would 
file, but should that rate appear to the Board to be an unduly low 
rate, an unreasonable rate, the Board would then be in a position to 
suspend the rate and you can suspend the rate under the current 
statutory authority for a 6-month period during which you would 
have an investigation to determine the resonableness of the rate. 

With that kind of power, should a carrier file a bid, even assuming 
that the normal procurement practices remained as they now are, 
should the carrier file a bid for which he has filed a tariff with the 
Board which the Board believed to be unreasonably low and uneco- 
nomical]— 

Mr. Gurney. Or high. 

Mr. Rosenrnar. He could suspend the tariff and then it would be 
illegal for the carrier to provide the service for the military at that 
rate. 

It would revert to its original tariff filing. 

Now, to that extent there could be an intervention by the Board 
into the military procurement practices to prevent the military from 
letting contracts at rates which the Board determined to be unreason- 
ably low. 

Mr. Rosack. Does it follow from your statement that to the extent 
that you have jurisdiction over those rates in the domestic field, you 
now have authority to declare illegal a competitively procured airlift 
service for the Department of Defense ? 

Mr. RosenrHat. It follows that in the domestic field that should 
the Board desire to assert jurisdiction with respect to the military 
contracts which are currently excluded from our tariff requirements 
and specifically referring to the long-term, air cargo contracts the 
Board could have control over it. 

Mr. Rosack. The Board has never asserted jurisdiction ? 

Mr. Rosenrnav. The Board, as of 1953, granted an exemption. 
Prior to that time, it had the authority. 
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Mr. Howirretp. Now if you had not exerted your authority which 
you possessed in the domestic field, why do you now take the position 
that you should have this authority given to you in the international 
field ¢ f : 

Mr. Rosentuar. If I might answer that, basically, we do not have 
a similar destructive situation in the domestic field that we have in 
the international field. 

The downward rate spiral internationally has been much more 

significant. 

“Mr. Ho.ir1eLp. Now we get to asking you what the results will be. 
What will they be in the international field 2 

Assuming a company files a tariff rate structure with your Board, 
and the Board considers it to be a legitimate one, a justified one. 
Then other lines would tend to file practically the same rate, or very 
near it, and while you would bring stability of rate into this area as 

you have in the domestic field you would also thereby eliminate com- 

Seton. Then you would be faced with the problem of allocating 
tees by the Defense Department to carriers who offer the same rate. 

Now, what formula would you have for the allocation of business? 

Mr. Gurney. You would let business flow where it might want to, 
depending on se hedules, type of equipment, and availability, the quan- 
tity they can carry, and so forth. 

You would have traffic flowing over the oceans in the same uniform 
way that it presently flows domestically. 

Mr. Horrrterp. But that would also put you in the position of deal- 
ing only with certificated carriers as you do in the United States and 
prohibiting noncertificated carriers from bidding, would it not? 

Mr. Gurney. Well, they would file tariffs just the same way. 

Mr. Houirtecp. The noncertificated ones ? 

Mr. Gurney. Oh, yes; they would file a tariff from here to Thule 
or Casablanca or wherever they wanted to go. 

Mr. Houtrretp. Am I wrong or right in saying that if a line does 
not have a certificate to carry between W ashington and Los Angeles, 
which wants to engage in business, that it cannot engage in business 

unless it has a certificate at the present time, domestically ? 

Mr. Gurney. That is acting as a common carrier; that is right. 
They can take contracts or file a tariff saying we want to haul so many 
tons for the military from here to Los Anegles: yes. 

Mr. Horirrevp. In ¢ ‘ompetition with a certified carrier ? 

Mr. Gurney. Yes; we are giving them the right to try for this 
business. 

Mr. Houirtetp. But they can’t run a regular line. 

Mr. Gurney. Not without a certificate. 

Mr. Hortrretp. On a one-plane basis ? 

Mr. Gurney. We have certificated cargo carriers that can go from 
one area in the East to one area in the West, North or South. 

Mr. Rosentrua. By the Board’s recent decision, the certificated sup- 
plemental carriers are free to fly between any two points domestically, 
provided it is not more than 10 flights a month. 

Mr. Hotrreip. In other words, their Soepeniion is regulated not 
only on rates but also on the number of flights ? 











138 MILITARY AIR TRANSPORTATION 


Mr. RosenrHau. You say regulated on rates. I think it is impor. 
tant to bear in mind that the initiative in determining price is the 
initiative of the carrier and not of the Board. 

Mr. Hoxtrievp. I understand that, but that is like my going into g 
restaurant and exercising my initiative there, on the price of a steak 
on the menu at $4.50. 

It is my initiative if I want to take it. 

Mr. Rosenruau. You are the buyer, not the seller. We are talking 
about the seller. Various restaurants can put various prices on their 
meals and in the same class of restaurant and I think the restaurants 
frequently do that and carriers do it too. 

Mr. Gurney. These supplemental carriers could carry traffic be. 
tween Washington and Los Angeles, so many flights a month and from 
here to Seattle so many flights a month by the same carrier; 10 flights 
between any 2 sets of points. 

Mr. Rogsack. Does the Department of Defense challenge your an. 
thority on the ground that it subverts the authority of the Armed 
Services Procurement Act and the Procurement Regulations? 

Mr. Rosentruan. The formal response we got from the Assistant 
Secretary of Defense for Procurement was on the basis of policy and 
not on the basis of requirements for procurement legislation. — 

Mr. Rosack. You mean to say that if they were willing to recog- 
nize your authority they would, but they are not compelled to do it? 

Mr. Rosentruat. I am not in position to say what their legal posi- 
tion would be. 

All I can say, as far as they have commented on the Board’s public 
proposals, they have done it on the basis of policy and not on law, 

Mr. Rorsack. It would be a bad policy for them to procure civil 
carriage on that basis? 

Mr. RosentHat. In the absence of any Board power to compel— 
any Board international rate power—it would be bad policy for the 
Department of Defense to recognize a Board statement of policy 
which was not backed up by international rate powers. 

In effect, that is the substance of the Defense position. 

Mr. Rosack. Now, we were advised by the Board in their response 
of November to a recommendation in our report, that a working grou 
was functioning between the Board and the Department of Defense, 
and there were actually two working groups. 

Were you, Mr. Rosenthal, a member of the working group? 

Mr. Gurney. He is chairman of the CAB working group. 

Mr. Rosenruau. There were two basic working groups; one that 
was started, I think, a year ago last spring under the chairmanship 
of Mr. Fitzgerald who was then Director of the Board’s Bureau of 
Air Operations. That group, the chairmanship was succeeded to by 
Mr. Mulligan, who is the current Director of the Bureau of Air 
Operations, has been largely dormant, while the second working group, 
established in October of last year under my chairmanship, was 
functioning. 

The second working group was limited to procurement practices. 

Mr. Rosack. How many meeetings did this group hold ? 

Mr. Rosentruau. My recollection is there were five or six formal 
meetings of the group, although there were informal contacts to @ 
substantially greater extent than that. 
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Co 


Mr. Gurney. Going on continuously. 

Mr. Rosack. Since October of 1958 ? 

Mr. Gurney. That is right. 

Mr. Ronack. And is that group also dormant now for all practical 
purposes ! : 

Mr. RosentHar. For practical purposes, the Board staff deter- 
mined in December that a resolution of the procurement problem is 
one, if I may use the term, in which the Defense Department would 
have to be pushed, rather than cooperatively enter into. ‘There have 
been no meetings of the group since that time, although we have main- 
tained contact with the Defense staff. 

Mr. Rogack. Is it the essence of the Board testimony that despite 
the encouraging receptions at the staff level, that this never mate- 
rialized, that is, the possibility of coming to an agreement ? 

Mr. Rosentuar. Let me put it this way, if I may, Mr. Roback. 

Our basic contacts with Defense pe rsonnel have indicated the pos- 
sibility of a resolution of this problem. ‘To the extent that we have 
had contact with the military personnel of the Air Force, they have 
been much less encouraging with respect to resolution of this problem. 

Mr. Gurney. All during this period, there have been other meetings 
between Chairman Durfee, myself and General Quesada and various 
Assistant Secretaries of the Department of Defense and Air Force, 
all seeking a way to come to grips with the problem so we could give 
direction to our working group, all without avail up to this point. 

Mr. Ronack. Well, Senator Gurney, Mr. McGuire and Mr. Taylor 
testified at the beginning of the week that they were sponsoring or 
advocating or directing a new policy with regard to encouraging the 
contracting of cargo. 

Are you familiar or have you heard about that ? 

Mr. Gurney. Well, 1 think they have not gotten away from the 
bidding processes have ‘her ¢ 

Mr. Ronack. We have no reason to believe that the xy have, no. 

Mr. Gurney. And as long as you keep that competitive-bidding 
program, I don’t believe we will get the planes we need, the modern 
planes, or the quantity of them necessary to do the job, that is unless 
you do it from appropriated funds. 

Mr. Ronack. You want to make some comment, Mr. Rosenthal? 

Mr. Rosenruan. Yes, sir, basically there is no question that the 

rate problem is an extremely serious one. 

I think we must understand that it is a question of relative supply 
and demand that the reason that you have your current rate spiral 
is because you have basically a sur plus airplane condition with more 
airlift available, speaking commercially than there is business in the 
broad pool of business available for the use of that airlift. 

You have situations where people will bid extremely low rates in 
order to cover their out-of-pocket costs and keep that equipment 
employed. 

In other words, you lose less money keeping them working than you 
do by keeping them sitting on the ground. 

To the extent there might be a revision in allocation of traffic 
between the civil carriers and the military equipment you might 
change the relative balance between supply and demand to the ex- 
tent that you could put that on a more equal basis than it currently 

415015910 
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is. It certainly would have its impact upon the rate problem and 
the impact is one which we would consider to be more favorable, 

Mr. Gurney. Let me comment on his statement, if I can, that 
there is more airlift available at the moment. In other words, the 
supply is greater than the demand in the airlift. Sure it is, but they 
can’t carry it at low cost to the Government at an uneconomic rate 
and we haven’t got the kind of modern planes in prospect that | 
think the Nation needs and has a right to expect. 

Mr. Morcan. Senator Gurney, do you feel the situation would be 
improved any by restricting the commercial contractors to the CRAF 
operators, utilizing the aircraft assigned to the CRAF fleet? 

Mr. Gurney. No; I think we must make it available to any man 
in business with an airplane. 

We must make it available in a fair and reasonable way. 

Mr. Morean. I notice in your prepared statement on page 3, you 
comment : 


Among the proposals advanced by the CAB was one to transfer a class such 
as dependents from MATS to the certificated carriers, leaving other passengers 
for movement by contract carriage as at present, but to require of all parti- 
pants in this business that they be CRAF participants and that their equip. 
ment being used meet military specifications designed to upgrade civil airlift 
capability. 

Mr. Gurney. Yes. 

Mr. Morean. But that this was not favored by the Defense De- 
partment. 

Mr. RosentHau. I might say there was a word omitted. That 
proposal was submitted by the CAB staff and not by the Board it- 
self. 

Mr. Gurney. That is a proposal proposed in the working group. 

Mr. RosenTHAL. Yes, sir. 

Mr. Morean. But you, as a member of the Board, are not in favor 
of this? 

Mr. Gurney. Oh, yes; I am. 

Mr. Rozacx. How do you respond to the military contention that 
in the passenger field, in the next few years, you will be faced with 
about 36 aircraft, large passenger aircraft in, say, your 1961 CRAF 
requirement, and if you confine your procurement to CRAF you will 
be dealing with one or two operators? 

Mr. Gurney. In the international field? 

Mr. Ropack. Yes; the passenger international field. 

Mr. Gurney. I feel all international carriers who are presently 
members, are allocated a certain number of their present aircraft to 
the CRAF program. 

Mr. Rorzack. Two or three years from now there will be Boeing 
707 operators, Apparently there will be two. They are scheduled 
for CRAF. Two operators will be in, in 1961. 

Am I in error? 

Mr. Rosenruau. My understanding from the testimony of the 
witnesses on Monday and Tuesday, Mr. Roback, the reason the tenta- 
tive program for 1961 only included jets from two carriers was be- 
cause as of the time that program was formulated, there were only 
two international carriers which had on order the ultralong-range jet 
equipment and it was indicated that to the extent that other operators 
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would now have their equipment on order, there might be some revi- 
sion of the 1961 CRAF plan. 

Mr. Morean. In the allocation of aircraft by each carrier but not 
necessarily in the total number of aircraft. 

You might get more operators but no more aircraft because they 
say this number of aircraft, the 35, meets their passenger requirement. 

Mr. Rosenruat. I think basically we are getting back to the point 
Senator Gurney made in his prepared statement which is in terms of 
somebody scales to make a decision between relative dependence 
upon civil and military aircraft in time of war. be 

Basically, the determination now, if I understand it, is to use first 
the military aircraft and then to the extent that there are further re- 
quirements to phase in civil aircraft and apparently the evaluation 
being made now is that in 1961 with the forecasted airlift in the mili- 
tary, all that we need is that volume of civil carriers in CRAF, 

Obviously to the extent that you program meeting your require- 
ment with some different relationship between civil and military 
equipment, there would then be a need for increasing the number of 
aircraft and the amount of capability in CRAF. 

Mr. Rosack. My original question here was that if you are only 
dealing with one or two or possibly three operators and you have 
given preference to the CRAF candidates or the CRAF eligibles, you 
eliminate all small carriers or a good part of the small carriers from 
the passenger trade. 

Mr. Gurney. Referring back to my answer a little while ago on 
the Board’s concern over the supplementals, the small business fel- 
lows getting their share of the military potential cargo, dependents, 
and so forth, a program could be worked out. 

I just mentioned that as one example. They might take the military 
traffic to places that are not certificated to members of CRAF or that 
have planes allocated to CRAF. 

Now they may work out another plan, but I assure you the concern 
of the Board is to see that they are taken care of and that plans can 
be worked out with the military what program will be adopted. 

This is that plan. 

Mr. Rosenruau. To the extent that the plan was advanced by the 
staff, I might say that there was no intention on the part of the staff 
to project a situation where the great bulk of the carriers would be 
excluded from participation in peacetime military traffic. 

Under the current situation, most of the carriers which have capa- 
bility have representation in the CRAF fleet. 

Should a situation eventually arise in the future where you had 
very, very limited participation in CRAF, it would obviously be 
inappropriate to eliminate the great bulk of your carriers from this 
large area of business. 

Mr. Ropack. It was also made explicit yesterday that this CRAF 
planning referred to a kind of all-out war situation which might have 
to be considerably modified for the more likely possibilities of a limited 
war situation arising, so you might have a completely different situa- 
tion. 

Mr. Rosentuau. Yes; and it was with that in mind that we were 
thinking of relating the peacetime and wartime capability and not in 
terms of excluding any large volume of carriers from this activity. 
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Mr. Rozacx. Senator Gurney, can you tell the committee what the 
situation is with regard to the approval of the operations board 
agreement ? 

Mr. Gurney. The operations board ? 

Mr. Rosack. That is this board that will take over the manage- 
ment of the CRAF operation in an emergency, the carrier representa- 
tives. 

Mr. Gurney. There is a working group set up and actually working 
with the military all the time. They have their regular meetings and 
come out with their approved position. 

Mr. Ropacx. There was some discussion yesterday about some con- 
cern on the part of participants as to their relative competitive 
situations. 

I wanted to ask you as a member of the Board whether the Board had 
considered the competitive problem in their approval of the opera- 
tions agreement ? 

Mr. Gurney. Oh, yes; and I have a statement written up here. Of 
course, the Board has to give authority to these carriers to meet under 
our antitrust laws. 

Mr. Rozack. I understand that. 

Mr. Gurney. I think it woud be well to have this in the record. 

Basically, the Board has approved the establishment of these opera- 
tions boards to facilitate the efforts of the carriers in assisting the 
Defense Department in establishing CRAF. 

Antitrust exemption was only granted to the organizational frame- 
work and did not extend beyond that to any subsequent acts or agree- 
ments which may be the produe ts of operation board activities. 

We had issued this exemption on November 21, 1958, and, at the 
request of Air Force and data formally submitted to us on March 13, 
we modified the language of our order on April 13, 1959. 

To make crystal clear that we were not ex xtending any special future 
antitrust immunity to carriers partic ipating in the operations board 
activities, we concurrently wrote each carrier a letter explaining our 
interpr etation of the antitrust limitations of our action in modifying 
our earlier order. 

I have copies of our orders 13186, 13733, and 13734, all of which 
relate to the operations boards, as well as of the above referred to 
letter, all of which I offer for the record at this point. 

Mr. Ropack. That is sufficiently clear for that point, Mr. Chairman. 

Mr. Hottrrerp. Very well, they will be inserted at this point. 

(The documents referred to are as follows :) 


Civi AERONAUTICS BOARD 


Order No. E-13186, adopted by the Civil Aeronautics Board at its office in 
Washington, D.C., on the 21st day of November 1958. 

In the matter of an agreement filed pursuant to section 412(a) of the Civil 
Aeronautics Act of 1938 between Alaska Airlines, Inc., American Airlines, Inc, 
et al., relating to the Civil Reserve Air Fleet program (agreement CAB No. 
12304). 

ORDER APPROVING AGREEMENT 


On July 21, 1958, the Administrator, Defense Air Transportation Administra- 
tion (DATA) and the Assistant Secretary of the Air Force on behalf of various 
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carriers, filed with the Board pursuant to section 412 of the Civil Aeronautics 
Act of 1938, as amended, copies of an agreement signed June 16, 1958, entitled 
“Civil Reserve Air Fleet Operations Board’s Agreement Between the United 
States Air Force and the Civil Air Carrier Participants in the Civil Reserve Air 
Fleet Program.” Under the terms of the agreement any civil air carrier desig- 
nated by DATA as a participant in the Civil Reserve Air Fleet (CRAF) Pro- 
gram may become a party to the agreement by signing a counterpart thereof. 

The agreement is the outgrowth of discussions which were authorized by 
Order No. E-10000, dated February 14, 1956, as amended by Order No. E—10045, 
dated February 28, 1956, pursuant to a request filed by DATA and the Air Force 
on behalf of various carriers. 

The agreement contemplates the immediate establishment of an Atlantic 
and a Pacific Operations Board with respect to CRAF operations in the Atlantic 
and Pacific Areas of Operations, respectively.” The Operations Boards are to 
pe composed of representatives of carriers having aircraft allocated to the pro- 
gram. Generally, the Boards will be the organizations through which the Mili- 
tary Air Transport Service (MATS) and the carriers, prior to activation of 
CRAF, will formulate plans, and after such activation will coordinate and direct 
the pooling and apportioning by the carriers of traffic, service, and equipment 
and the regulation of stops, schedules, and character of service, in CRAF oper- 
ations, the preservation and improvement of safety, economy and efficiency of 
CRAF operations, and the carrying out of other cooperative working arrange- 
ments for CRAF operations. 

Upon consideration of the agreement, the Board finds that the establishment 
of the proposed Operations Boards contemplates a cooperative working arrange- 
ment, not ohly between the carriers and the Government, but between air carriers 
within the meaning of section 412 of the act ; that the agreement will be of mutual 
penefit to the carriers and to the Government in that it will assist immeasurably 
in the success of the CRAF program; and that the agreement is not adverse 
to the public interest or in violation of the Act. However, the Board has con- 
cluded that any agreements reached by the members of the Operations Boards 
which are subject to section 412 of the Act must still be submitted to the Board 
for approval. The Board has further concluded that, in order that it might be 
fully apprised of the activities of each Operations Board, copies of the minutes 
of each meeting thereof, along with a record of each vote taken, should be filed 
with the Board. Accordingly, the Board will approve the agreement pursuant 
to section 412 of the Act, subject to appropriate conditions. Since participation 
in the agreement is open to any air carrier designated by DATA as a participant 
in the CRAF program upon the signing of a counterpart thereof, the Board has 
decided that its approval herein should extend to such additional air carrier 
parties as DATA shall designate to the Board as participants in the program, 
and, thus, in the agreement. 

It is therefore ordered : 

That Agreement CAB No. 12304 be and it hereby is approved under section 
412 of the Act, subject to the following conditions: 

(a) That any agreements reached by the members of the Operations Boards 
which are subject to section 412 of the Act shall be submitted to the Board for 
approval ; 

(b) That each Operations Board created pursuant to such agreement shall 
file with the Board copies of the minutes of all meetings, including the record 
of each vote taken, of such Operations Board, within ten days after such meet- 
ings; and 

(c) That this approval shall extend to such additional air carrier parties 
as DATA shall designate to the Board as parties to the agreement. 

By the Civil Aeronautics Board: 

[SEAL] Maser McCarrt, 

Acting Secretary. 





1Alaska Airlines, Inc.; American Airlines, Inc. ; Braniff Airways, Inc.; California East- 
ern Aviation, Inc.; Continental Air Lines, Inc.; Delta Air Lines, Ine.; Eastern Air Lines, 
Ine; Flying Tiger Line, Inc.; National Airlines, Inc.; Northwest Airlines, Inc.: Pacific 
Northern Airlines, Inc. ; Pan American-Grace Airways, Inc.; Pan American World Airways, 
Ine, ; Resort Airlines, Inc. ; Seaboard & Western Airlines, Ine. : Slick Airways, Inc.: Trans- 
World Airlines, Inc.; Trans-Caribbean Airways, Inc.; Transocean Air Lines, Inec.; U.S. 
Overseas Airlines, Inc. ; and United Air Lines, Ine. 

*The establishment of additional operations boards is contemplated at such time as may 
be deemed necessary in carrying on CRAF operations. 
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Civit AERONAUTICS BOARD 


Order No. E-13733, adopted by the Civil Aeronautics Board at its office in 
Washington, D.C., on the 13th day of April 1959. 

In the matter of an agreement filed pursuant to section 412(a) of the Federa] 
Aviation Act of 1958 between Alaska Airlines, Inc., American Airlines, Ine,, 
et al., relating to the Civil Reserve Air Fleet Program (agreement CAB No, 
12304). 

ORDER APPROVING AGREEMENT * 


On July 21, 1958, the Administrator, Defense Air Transportation Administra- 
tion (DATA) and the Assistant Secretary of the Air Force, on behalf of various 
carriers,’ filed with the Board, pursuant to section 412 of the Federal Aviation 
Act of 1958, copies of an agreement signed June 16, 1958, entitled “Civil Reserye 
Air Fleet Operations Board’s Agreement Between the United States Air Force ang 
the Civil Air Carrier Participants in the Civil Reserve Air Fleet Program.” 
Under the terms of the agreement, any civil air carrier designated by DATA 
as a participant in the Civil Reserve Air Fleet (CRAF) program may become a 
party to the agreement by signing a counterpart thereof. 

The agreement is the outgrowth of discussions which were authorized by 
Order No. E—10000, dated February 14, 1956, as amended by Order No. E-10045, 
dated February 28, 1956, pursuant to a request filed by DATA and the Air Force 
on behalf of various carriers. 

The agreement contemplates the immediate establishment of an Atlantic and 
a Pacific Operations Board with respect to CRAF operations in the Atlantic and 

2acific Areas of Operations, respectively. The Operations Boards. are to be 
composed of representatives of carriers having aircraft allocated to the program. 
Generally, the Boards will be the organizations through which the Military Air 
Transport Service (MATS) and the carriers, prior to activation of CRAF, will 
formulate plans, and after such activation will coordinate and direct the pooling 
and apportioning by the carriers of traffic, service, and equipment and the regula- 
tion of stops, schedules, and character of service, in CRAF operations, the 
preservation and improvement of safety, economy and efficiency of CRAF opera- 
tions, and the carrying out of other cooperative working arrangements for CRAF 
operations. 

Upon consideration of the agreement, the Board finds that the establishment 
of the proposed Operations Boards contemplates a cooperative working arrange- 
ment, not only between the carriers and the Government, but between air carriers 
within the meaning of section 412 of the Act; that the agreement will be of 
mutual benefit to the carriers and to the Government in that it will assist 
immeasurably in the success of the CRAF program; that the agreement is in 
furtherance of the declaration of policy contained in section 102 of the Federal 
Aviation Act of 1958; and that the agreement is not adverse to the public 
interest or in violation of the Act. In order that the Board might be fully 
appraised of the activities of each Operations Board, copies of the minutes of 
each meeting thereof, along with a record of each vote taken, should be filed 
with the Board. Accordingly, the Board will approve the agreement pursuant 
to section 412 of the Act. Since participation in the agreement is open to any 
air carrier designated by DATA as a participant in the CRAF program upon the 
signing of a counterpart thereof, the Board has decided that its approval herein 
should extend to such additional air carrier parties as DATA shall designate to 
the Board as participants in the program, and, thus, in the agreement. 

It is therefore ordered : 

That Agreement CAB No. 12304 be and it hereby is approved under section 
412 of the Act, subject to the following conditions: 

(a) That each Operations Board created pursuant to such agreement shall file 
with the Board copies of the minutes of all meetings, including the record of 


1 Supersedes Order No. E—13186, dated November 21, 1958. See Order No. E-13734, 
issued concurrently herewith. 

2 Alaska Airlines, Inc.; American Airlines, Inc.; Braniff Airways, Inc. ; California Bast- 
ern Aviation, Inc.; Continental Air Lines, Inc.; Delta Air Lines, Inc.: Eastern Air Lines, 
Inc.; Flying Tiger Line, Inc.; National Airlines, Inc.; Northwest Airlines, Inc.; Pacific 
Northern Airlines, Inc.; Pan American-Grace Airways, Inc.; Pan American World Air- 
ways, Ine.: Resort Airlines, Inc.; Seaboard & Western Airlines, Inc.; Slick Airways, Inc. ; 
Trans World Airlines, Inc.; Trans Caribbean Airways, Inc.; Transocean Air Lines, Inc. ; 
U.S. Overseas Airlines, Inc. ; and United Air Lines, Inc. 

®The establishment of additional Operations Boards is contemplated at such time as 
may be deemed necessary in carrying on CRAF operations. 
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each vote taken, of such Operations Board, at the same time that copies of such 
minutes are furnished to the members of the Operations Board ; and ; 
(b) That this approval shall extend to such additional air carrier parties as 
DATA shall designate to the Board as parties to the agreement. 
By the Civil Aeronautics Board: 
/s/ Mabel McCart, 
MABEL McCarr, 
eli Acting Secretary. 





Crvit AERONAUTICS BOARD 


Order No. E-13734, adopted by the Civil Aeronautics Board at its office in 
Washington, D.C., on the 13th day of April 1959. 

In the matter of an agreement filed pursuant to section 412(a) of the Fed- 
eral Aviation Act of 1958 between Alaska Airlines, Inc., American Airlines, Inc., 
et al., relating to the Civil Reserve Air Fleet Program (agreement CAB No. 
12304). 

ORDER 


On November 21, 1958, by Order No. E-13186, the Board approved, subject 
to certain conditions, Agreement CAB No. 12304, entitled “Civil Reserve Air 
Fleet Operations Board’s Agreement Between the United States Air Force and 
the Civil Air Carrier Participants in the Civil Reserve Air Fleet Program.” 

On March 17, 1959, a letter was filed with the Board by the Air Force and 
by the Defense Air Transportation Administration on behalf of all the parties 
participating in the CRAF program suggesting that certain modifications 
be made in the aforesaid order. These modifications have been adopted by 
the Board and are embodied in Order No. E-138733, concurrently being is- 
sued in place of Order No. E-13186. It is therefore ordered that the effective- 
ness of Order No. E—13186 be and it hereby is terminated. 

By the Civil Aeronautics Board: 

[SEAL] Maset McCart, 

Acting Secretary. 


APRIL 13, 1959. 
To Parties to Agreement CAB No. 12304: 

Attached is a copy of Order No. E- , adopted this date by the Board. 
This order modifies Order No. E-13186, adopted November 21, 1958, which order 
approved an agreement among air carriers relating to the Civil Reserve Air 
Fleet program (Agreement CAB No. 12304). The Board feels that this letter 
should be sent to you to avoid any misunderstanding which might follow from 
the deletion of condition (a) and the second full sentence of the first full para- 
graph on page 2 of the order.’ 

The Board believes that most of the air carriers who are familiar with our 
orders approving under section 412 agreements establishing trade associations, 
conferences, committees, and similar organizations recognize that language and 
conditions similar to the above are intended by the Board to serve as a reminder 
of the statutory requirements of section 412. In approving the agreement provid- 
ing for the establishment of Operations Boards, it was not the Board’s intention to 
require that any agreements subsequently reached by members of the Operations 
Boards be submitted to the Board, unless section 412 so requires. It will be noted 
that our order did not impose any requirement of prior approval; thus, the only 
requirement pursuant to section 412 and Part 261 of the Economic Regulations 
was that agreements among members of the Operations Boards be filed with 
the Board, in the form of written agreements or of memoranda of oral agree- 
ments, within 15 days after the date of execution thereof. It was and is our 
intention to process such agreements in accordance with our usual procedures, 
under which it could be anticipated that the agreements’ which arise in the 





1The sentence referred to reads as follows: “However, the Board has concluded that 
any agreements reached by the members of the Operations Boards which are subject to 
section 412 of the Act must still be submitted to the Board for approval.” 

Condition (a) reads as follows: “That any agreements reached by the members of the 
Opeerations Boards which are subject to section 412 of the Act shall be submitted to the 
Board for approval.” 

*The Board recognizes that in carrying out any agreement involving cooperative work- 
ing arrangements over a period of time, it is necessary for the parties to enter into sub- 
sidiary agreements and understandings of a minor nature. The Board, of course, does not 
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course of carrying out the functions of the Operations Boards would be approved 
by the Board in due course. 

It is possible, of course, that a particular agreement may be disapproved by the 
Board, after appropriate procedures. Based on experience, however, it ig be. 
lieved that the carrier parties would recognize the possibility of Board disap. 
proval of particular agreements and would submit such agreements to the Board 
for prior approval, if assurance of anti-trust immunity pursuant to section 414 
of the Act were desired. 

In view of the national defense character of the basic agreement and of the 
participation of the Defense Department in the arrangements involved, it would 
not appear that, in carrying out the assigned functions of the Operations Boards 
many agreements would raise the possibility of Board disapproval. In any 
event, it is clear that the Board cannot at this juncture approve agreements that 
do not presently exist, and which, upon consummation, must themselves be filed 
with the Board under section 412. 

It is our practice, in approving agreements establishing working organizations, 
to call attention to the requirements of section 412 in respect of agreements which 
may subsequently be entered into by the members. Notwithstanding this fact, jn 
informal meetings with officials of the Departments of Defense and Commerce 
and representatives of member airlines, we were informed that the condition anq 
the sentence referred to above, which had only this purpose, were causing ¢con- 
cern among some of the parties and that such concern was holding up the CRAP 
program. Subsequently, an official request for modification of Order No. E-1319¢ 
was submitted to the Board by the Deputy Assistant Secretary of the Air Force 
and the Administrator of the Defense Air Transportation Administration on 
behalf of their respective Departments and of the air carriers. <A copy of this 
request, dated March 13, 1959, was served on you concurrently with its being filed 
with the Board. 

In response to this request, the Board has modified Board Order No. E-1318@ 
as set forth in the attached order. It should be clear, however, as previously ex- 
plained herein, that the change in the language of our order does not in any way 
modify the obligation of the carriers to file with the Board any subsequent 
agreements for which approval is required under section 412. 

In taking the above action, the Board is endeavoring to cooperate as fully as 
possible with the Departments of Defense and Commerce and the air carriers 
in the interest of the CRAF program. It is the hope of the Board that our 
action and this letter will clear up any misunderstanding which may have existed. 
The Board feels that the CRAF program is an important part of our national 
defense plans and is pleased to have this opportunity to express in its order the 
finding that the agreement is in furtherance of the declaration of policy contained 
in section 102 of the Federal Aviation Act of 1958. 

Sincerely yours, 
a -, Chairman. 





APPENDIX A 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, March 18, 1959. 
Hon. JAMES R. DURFEE, 
Chairman, Civil Aeronautics Board, 
Washington, D. C. 


Dear Mr. CHAIRMAN: This letter is being submitted by the two undersigned 
defense agencies on behalf of all of the parties participating in the CRAF pro- 
gram, and refers to CAB Order No. 13186, which order approved agreement 
CAB No. 12304. That agreement has been filed with the Board by the Adminis- 
trator, Defense Air Transportation Administration, and the Assistant Secretary 
of the Air Force, on behalf of various carriers. 

As you know, the filing of the agreement was in furtherance of a long-continued 
effort by various defense agencies to establish a functioning civil reserve air fleet 
program. The success of this program depends in a large part on the voluntary 
participation of the civil air carriers. It is essential that the CRAF program be 





desire to have filed with it subsidiary agreements of a minor nature which in themselves 
are not required to be filed under section 412 of the Act. It is initially the responsibility 
of the parties to decide which agreements require filing with the Board. 
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satisfactory to all participants since we cannot risk the loss of participation of an 
jmportant segment of the industry. 

It had been our hope that when the Board approved the above agreement that 
we would be able to establish the operation boards immediately. It now appears, 
however, that unless certain modifications are made in the language of the order, 
it is quite probable that some of the carriers, whose participation is essential to 
the program’s success, will not advise DATA that CAB Order No. 13186 is 
satisfactory, as required by article IX (a)2 of agreement CAB No. 12304. 

To avoid any possibility of further delay in development of this essential 
program, it is requested that the subject order be amended in the following 
aspects suggested by certain of the carriers: 

(a) Emphasize the national defense aspect of the order by inserting after the 
semicolon in the sixth line of the first full paragraph on page 2 the following new 
language: “that the agreement is in furtherance of the declaration of policy 
contained in section 102 of the Federal Aviation Act of 1958;”. 

(b) Delete condition (@) and the second full sentence of the first full para- 
graph on page 2 of the order, and modify the third and fourth sentences of that 
paragraph to read: 

“In order that the Board may be fully apprised of the activities of each opera- 
tions board, copies of the minutes of each meeting thereof, along with a record 
of each vote taken, should be filed with the Board. Accordingly, the Board will 
approve the agreement pursuant to section 412 of the act.” 

(c) Modify the time requirement in condition (b) which now reads “* * * * 
within 10 days after such meetings;” to read as follows: “* * * at the same 
time that copies of such minutes are furnished to the members of the operations 
board ; and’. 

In view of the fact that the entire purpose of the operations board agreement 
and the CRAF contracts to be subsequently negotiated is to enhance our mobiliza- 
tion capabilities, we request that the Board accept our assurances of the benefits 
to the CRAF program and the national mobilization potential which will follow 
such modifications, and issue an amended order in the form suggested above. 

Copies of this letter have been served on all carriers whose names were listed in 
footnote No. 1 to order No. 12304. 

Respectfully submitted. 

GILBERT C. GREENWAY, 
Deputy for Civil and Military Air Transportation, USAF. 
THEODORE HARDEEN, Jr., 
Administrator, Defense Air Transportation Administration. 





APPENDIX B 
UNITED AIR LINES, 
February 17, 1959. 
Re agreement CAB No. 12304, Board Order No. E-13186. 
JoHN ADAMS, Esq., 
Civil Aeronautics Board, 
Washington, D.C. 

Dear Mr. ApAMs: In furtherance of our telephone conversation dealing with 
the subject agreement and Board order, this will confirm the statements that I 
made to you that as presently issued, the Board order makes it impossible for 
the carriers to carry out their obligations under the subject agreement. This 
is brought about by condition (@) contained in the ordering part of the subject 
order. If this condition remains, it means that the carriers cannot act with- 
out subjecting themselves to the possibility of antitrust litigation, unless they 
refain from acting until such time as the Board approves any agreements among 
the carriers required to be effectuated in order to carry our the terms and 
conditions of the subject agreement. I am sure it is not the intention of the 
Board to hamper the national defense as this condition would require. We 
have no objection to this condition if it applies to preactivation activities, nor 
do we have any objection to this condition if it applies only to ageements out- 
side of any beyond the scope of the subject agreement. With respect to the 
latter, such condition is in accordance with statutory requirements. We all 
know how fast things will move in times of a national emergency and the 
activities of the operations board agreement as part of the CRAF program. 
It was because of this fact that the agreement was drafted in such a broad- 
brush fashion, making it abundantly clear therein that it would be necessary 
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to have agreements and arrangements among the carriers after such activation 
Such agreements and arrangements by the very terms of this agreement cannot 
be carried out without the authorization of MATS, thus such arrangements 
and/or agreements of necessity have to tie directly into the matter of national 
defense. 

At this time no one can tell what arrangements, agreements, or understandings 
will have to be effectuated to carry out the terms of this operations board agree. 
ment. The exigencies of the situation will be the determining fatcor with the 
final judgment being that of MATS. It is for that reason that we think that 
the condition referred to should be eliminated from the subject order and in 
addition, the second full sentence of the first full paragraph on page 2 of ‘the 
order should be deleted in its entirety, and the third and fourth sentences of 
that paragraph should be modified. If the Board desires to be fully apprised 
of the activities of these boards through obtaining copies thereof, then the 
third sentence could read substantially as follows: 

“In order that the Board might be fully apprised of the activities of each 
operations board, copy of the minutes of each meeting thereof along with a 
record of each vote taken should be filed with the Board.” 

The fourth sentence could then read substantially as follows: “Accordingly 
the Board will approve the agreement pursuant to section 412 of the act.” 7 

It might be advisable to insert after the semicolon in the sixth line of the 
first full paragraph on page 2 language somewhat as follows: “that the agree. 
ment is in furtherance of the declaration of policy contained in section 2 of 
the Civil Aeronautics Act of 1988 (sec. 102 of the Federal Aviation Act of 1958).” 

It is our considered opinion that the suggested modifications are within the 
power of the Board and are consistent with the provisions of section 412 as 
well as section 414 of the act, and if so issued by the Board, will give the carriers 
adequate protection in the event of antitrust litigation arising out of their per- 
forming the obligations contained in the subject agreement. 

Yours very truly, 
THOMAS H. DAty, 
Director of Legal Proceedings. 


Mr. Hortrretp. Senator Gurney, have you ever had your cost analy- 
sis people in the CAB analyze any of the MATS operational costs 
with a view to determining how much it is actually costing MATS? 

Mr. Gurney. We couldn’t do that. We haven’t enough informa- 
tion. We would like to have those costs. We are having quite a prob- 
lem of analyzing the cost of the civil air carriers. We have had an 
investigation going on now for 3 years. We hope to wind that up 
this year sometime. 

Mr. Houtrretp. You think the MATS people know that cost? 

Mr. Gurney. Well, if they put all things in it, it would be plenty. 
It may be necessary for our very existence, I might say. 

Mr. Houirretp. What was that, sir ? 

Mr. Gurney. I say all of their program on MATS may be very 
necessary for our very existence. 

Mr. Morean. Should it be concluded that MATS has to continue 
their contract procedure of competition, would the Board favor nego- 
tiation rather than competitive advertised bidding ? 

Mr. Gurney. Any well-thought-out program that would result in 
a reasonable rate, any well-thought-out program that was legal, we 
would be in favor of, of course. 

Mr. Morcan. You are opposed to competitive bidding ? 

Mr. Gurney. The Congress has set up the Board as a regulating 
agency for rates, and the suggestion we made is the best way to handle 
it. 

Mr. Morean. Is the Board opposed to competitive bidding per se, or 
merely opposed to destructive competitive bidding ? 

Mr. Gurney. Certainly, we are opposed, and I am authorized to 
say we are opposed, to destructive competitive bidding. 
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We are opposed to it also because we do not believe it will provide 
the kind of modern airplanes the country needs. 

Mr. Morean. You say in your statement on page 2 that the industry 
made it clear to the Air Force and this committee that the present 
system of acquisition of augmented lift was not satisfactory. | 

Is that a unanimous opinion of the industry or is the industry 
itself divided on this point ? 

Mr. Gurney. I think there are some that think they are making 
money at the present prices; yes. * 1 don’t know of any large carrier 
that would even think of such a statement. 

Mr. Morcan. You have cited the bill introduced by Senator Mag- 
nuson, the policy statement. It is very short, Mr. Chairman. I would 
like to read it and ask him a further question. 

In meeting the requirements of the Government for transportation by air, 
preferential consideration should be given to utilizing the facilities made avail- 
able by operators of civil aircraft who are willing, able, and authorized to pro- 
yide such transportation. 

Accordingly, it is declared to be the policy of the Government that the De- 
partment of Defense and other agencies of the Government in arranging for 
such transportation should utilize the facilities provided by operators of civil 
aircraft to the maximum extent consistent with economic operations, the na- 
tional defense, and national security considerations, 

My question, Senator Gurney, is, How does this change the situa- 
tion from what it is today? 

The Air Force tells us that they are operating MATS in the pres- 
ent manner because it is economical for them to utilize the airlift 
generated by training exercises; that it is in the interest of national 
defense to have MATS at its present size; and that they need MATS 
because of certain national security considerations. It doesn’t ap- 
pear that the language of this bill would change the situation at all. 

Mr. Gurney. When that bill and policy statement is passed by the 
Congress, I think it would have great weight with the military. 

Mr. Morean. Well, they claim that this is what they are doing 
now, that they meet all of these considerations. 

Mr. Gurney. What they are doing now, this says for civil air- 
craft. 

Mr. Morcan. You mean the language of the bill should apply to 
the civil operation and not the military operation, “to the maximum 
extent consistent with economical operations” ? 

Mr. Gurney. This is an order to the military, as I understand it, to 
utilize the civil aircraft. 

Mr. MorGan (reading): “To the maximum extent consistent with 
economical operations, national defense, and national security con- 
siderations.” 

Mr. Gurney. To me, that would mean fair and reasonable rates; 
it would require the Defense Establishment to make a clear delinea- 
tion of what they need from civilian carriers in order for the mili- 
tary to rely on them in times of emergency—I set that forth on one 
of the pages of the statements—the carriers should know the obliga- 
tion that civil air carriers would assume under war conditions; and 
the Department of Defense should be prepared to place greater re- 
liance on the civil air fleet after they have spelled out for the carriers 
the circumstances and conditions under which the Department of 
Defense would be prepared to take on this civil airlift. 
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In other words, recognize that if they comply with these require. 
ments after Defense has spelled them out, why, then, they, under the 
policy statement of Congress, if this law were passed, would enjoy 
the benefits of this added business. 

Mr. Morean. You also say that the Board is of the firm view that 
: policy decision should be made as to the relative share of peacetime 

‘affic to be carried by the civil air carriers and by military aircraft, 
oa that the Defense Department should be called upon to set forth 
in clear terms the conditions under which greater reliance could be 
placed upon civil capability for emergency : airlift needs. 

What does the Board consider to be a reasonable share of commer- 
cial augmentation ? 

Mr. Gurney. Well, we don’t know the extent of the total carriage 
of cargo by the military, do we / 

Mr. Morcan. Do you know the total military requirements? 

Mr. RosentHat. No; we do not. At the present time, I think 

earlier testimony was that the determination for fiscal 1960 was 49 
to 45 percent civil air carriers with respect to passengers and 10 per- 
cent civil air carriers with respect to cargo. 

If you will recall 2 years ago in an appropriations report, the 
Congress asked for a 40- 20 division. 

Last year, Congress changed that to give the military $80 million 
on a “use it or lose it” basis with respect to civil air carriers, and 
they still have only — $71 million, and they are going to program 
$70 million for next yea 

It may well be. 

Mr. GuRNEY. Information given lately was that their total airlift 
requirements total about $ , 1 think is in the 
record. 

Mr. Houtrrevp. Approximately that. 

Mr. RosenrHa. It may well be that if Congress would pass legis- 
lation which the Board proposed in the face of the Defense Depart- 
ment’s assertions that they are currently performing in a proper 
manner in accordance with mr terms of this legislation, that would 
be, in effect, an indication by the Congress that some changes are 
necessary and desirable and it may well be that Congress would 
expect that the Defense Department would respect such a declaration 
of policy. 

However, this would be a question which the Congress would have 
to determine. 

Should the Congress believe that on the basis of the current ree- 
ord that something more specific would be necessary in order to 
assure a greater use of civil air carriers, that would be something 
that the Congress might seek to accomplish either in terms of specific 
percentage determinations for the civil air carriers or in terms of a 
mandatory spending requirement in some particular amount. 

In either of those ways, Congress could effect its will with respect 
to the policy decision w hich the Board has suggested is necessary. 

Mr. Morcan. Wasn’t language similar to the language in Senate 
1548 contained in the President’s civil air policy sti itement in 1954? 

Mr. Gurney. I don’t have the policy here now, but I don’t believe 
it went that far. 
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Mr. Morcan. CAB has control over rates of domestic operations— 

such as LOGAIR and QUICKTRANS, but you have waived this con- 
trol in the past. 

Mr. Gurney. We have given this an exemption or waiver that ob- 
viates the necessity of filing tariffs. 

Mr. Morean. Do you feel that the rates being charged under those 
contracts are fair and reasonable and are returning | a profit to the 
carriers ¢ 

Mr. Gurney. Yes, and I believe that the military is getting a good 
buy from these carriers in domestic transportation. 

Mr. RosentHat. I might say these carriers have not come into the 
Board so far as I am aware and have said that the rates at which they 
were currently operating were unduly low, although I believe that 
there is some residual concern with respect to what might result in 
the bidding this year. 

Mr. Morean. Has the Board taken a position in opposition to this 
contract operation and in favor of utilizing the commercial carriers 
over the same or similar routes ? 

Mr. RosentHuau. Presently, the Board has before it a review of the 
entire domestic air cargo situation in a case which is currently pending. 

The Bureau counsel in that case has asked for considerable data 
from the Defense Department with respect to the duplicative route 
systems, QUICKTRANS and LOG AIR, currently operated by the 
Defense Department. 

It is conceivable in the course of that case that there will be formu- 
lated a policy with respect to these contract services which largely 
parallel the domestic route structure. 

Mr. Ronack. The Board does not have authority to compel the De- 
partment of Defense to use certificated carriers for that operation ? 

Mr. Rosenruan. No, the Board has no power. 

Mr. Ropack. What power would they have—after hearing or in- 
vestigation, to change the operation? Would it be a rate change? 

Mr. Rosentuat. It might be the Board would have power to inter- 
vene in the rate structure. 

Basically, as far as the Board is concerned, the probable approach 
would be to develop an air route structure which would meet the mili- 
tary need. 

This is what the Board is charged with doing under its statutory 
authority. 

Mr. Ronack. This comes back to your problem of the rate setting 
authority. 

You have authority to invalidate the operation so far as the carrier 
isconcerned. If you wanted to assert your authority, you could go 
to the carrier and say, “your exemption 1s withdrawn; you can’t carry 
with this rate,” so the alternative for the Government would be to 
carry their own traffic in their own Government-owned LOGAIR. 

Mr, RosenTHat. Realistically speaking, if the military were to 
decide to carry traffic in their own equipment and the Congress were 
to appropriate funds to support this activity, there would be nothing 
the Civil Aeronautics Board could do. 

Mr. Morcan. Mr. Rosenthal, did the working group solicit an 


opinion as to the authority for DOD to negotiate these commercial 
contracts ? 
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Mr. Rosentruav. We did. 

Mr. Morean. What.was that opinion ? 

Mr. RosentHAL. You are talking about our opinion from the De. 
partment of Defense. 

We asked the Department of Defense for their views with respect 
to their legal powers to negotiate contracts and as to the nec essity 
to adhere toc ompetitive bidding. 

I can’t recall that we ever received a formal statement of what their 
legal powers would be. 

Mr. Morean. Did you receive advice from the President’s aviation 
adviser or his representative, Mr. Howard ? 

Mr. Rosentuat. I think you are referring to material in the CAB- 
DOD minutes which were furnished the committee and in which Mr. 
Howard stated it was his personal opinion that they need not adhere 
to competitive bidding. 

Mr. Morean. Did you seek advice from the Comptroller General? 

Mr. Rosentuat. No, we did not. 

Mr. Apams. Mr. Morgan, I think the record ought to be straight- 
ened there. We did not ask the Defense Department for their legal 
opinion on it. We had prepared the legal opinion in the Civil Aero- 
nautics Board, which we didn’t consider binding on the Defense 
Diwnstaionst: aah we informally gave that to the working group mem- 
bers on the other side. The Defense Department, in turn, didn’t give 
us a legal opinion of any sort. And, as I recall, we didn’t ask them 
for one. But the opinion that we had written was an opinion to the 
effect that competitive bidding need not be adhered to. 

Mr. Morean. Did the Department of Defense ever comply with the 
CAB request that the Department of Defense indicate the present 
deficiencies in the CRAF fleet ? 

Mr. Rosentuau. No, they did not. 

Mr. Morean. Will you expl: 1in to the subcommittee who can qualify 
for a part 43 or part 45 certificate? Or who are the so-called part 43 
and part 45 operators? 

Mr. Gurney. Well, they are owners of airplanes that have a license 
to run them, and if they can comply with the new FAA rules on 
safety and whatnot, reliability, of the aircraft, and the management 
of it all they have to do is put in an applic ation, and it is granted 
automatically. I mean for contract carriage. 

Mr. Morcan. It is my understanding that a part 45 operator is the 
contract carrier, such as those bidding on the MATS contracts, and 
the part 43 operators are any—say a corporation that owns an aircraft 
that is used not for hire but for 

Mr. Gurney. Individual 

Mr. Morean. Business it conducts. 

Mr. Gurney. Well, a contract operator can contract, say, with 
Henry Ford, to haul his material from Detroit to Los Angeles. 

Mr. Morcan. Henry Ford can also own an aircraft, and have it cer- 
tificated as a part 43 operator, can he not? 

Mr. Gurney. That is right. 

Mr. Morean. Can a part 43 operator qualify to bid on a MATS 
contract ? 

Mr. Gurney. Yes; hecan. 

Can’t he ? 
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Mr: RosentHau. No; a part 43 operator cannot. Incidentally, Mr. 
Morgan 

Mr. Gurney. A part 43 operator cannot. 

Mr. RosentHaLt. ARAMCO, for example, can carry his own cargo 
and passengers under part 43. But the moment it holds out for hire, 
even as a private carrier for hire, it then falls under part 45. I invite 
your attention to a letter of October 24, 1958, over my signature, to 
Ur. Raymond Kenney, a Defense Department representative on the 
CAB-DOD working group: 





Deak Mr. KENNEY: With respect to the meeting of the special CAB—DOD joint 
working group, on Tuesday, October 21, 1958, we suggest the following item be 
added to the data which was requested from DOD: A definitive statement of 
the procurement requirements applicable to MATS in securing civil airlift, with 
particular reference to what circumstances, if any, require that competitive 
pidding be followed, and in what circumstances may other forms of procurement, 
such as negotiated contracts, be utilized. We would greatly appreciate having 
answers to the above as quickly as feasible, and preferably in written form, so 
that they may be made a part of our files in this matter. For your information, 
there is enclosed herewith a memorandum prepared by our general counsel for 
the Board’s use which sets forth his view as to the procurement requirements. 


We never received a response to that letter. 

Mr. Houirrecp. Thank you very much, Senator Gurney, for your 
testimony today. It has been helpful to the committee. 

Mr. Gurney. If the committee desires any further information, we 
will try and furnish it for you. 

Mr. HoutrieLp. Mr. Rosenthal, our thanks go to you, too. 

Mr. Rosentuau. Thank you. 

(The statement referred to on p. 126 and a letter of transmittal 
previously received by the committee appear below :) 


Civi AERONAUTICS BOARD, 
Washington, March 16, 1959. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Military Operations, Committee on Government 
Operations, House of Representatives, Washington, D.C. 


Deak MR. CHAIRMAN: Reference is made to our letter to you dated Novem- 
ber 26, 1958, submitting the Board’s comments on recommendations contained 
in the report prepared by the Military Operations Subcommittee entitled ‘‘Mili- 
tary Air Transportation.” 

Our letter referred to the establishment of a special Department of Defense- 
Civil Aeronautics Board staff working group, which was given the objective of 
evaluating the various means for awarding MATS international and overseas 
augmentation service contracts to civil air carriers and to determine which 
of such means best meets national defense criteria, including (a) the strengthen- 
ing of the civil air transportation system, (b) improving the national defense 
posture, and (c) assuring the provision of an adequate supply of airlift for the 
Department of Defense at a reasonable cost. The Board stated at that time 
that it would inform your committee of the outcome of the staff group’s work 
and apprise you of any significant actions which might be taken in the interim 
which affect military use of civil air carriers. 

In the above connection, we are pleased to enclose a copy of the Board’s 
draft statement of general policy entitled “Rates for Military Traffic,” which 
was issued by the Board on March 10, 1959. Although this proposed statement 
of policy was arrived at independently by the Board, it is an outgrowth of the 
discussions of the staff group. You will note that the objective of the proposal 
is to encourage a greater use of civil airlift by the military and to avoid condi- 
tions of destructive competition. The draft statement also discloses the severe 
limitations in the Board’s statutory authority to control this problem by itself, 
and points to the necessity for cooperative action on the part of the Department 
of Defense and the air carriers. 

The Board will await an official response from the Department of Defense and 
the comments of the air carriers in regard to the workability of the proposed 
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plan for regulating rates for military traffic. Such comments may be filed on or 
before March 31, 1959. The Board will be pleased to keep your committee in- 
formed as to the further progress of this matter. 
Sincerely yours, 
JAMES R. Durreg, 
Chairman, 


CIVIL AERONAUTICS Boarp, 
Washington, D.C., March 30, 1959, 


Part 399—STATEMENT OF GENERAL POLICY 
RATES FOR MILITARY TRAFFIC 


The Board gave notice on March 10, 1959, that it had under consideration 
the adoption of a proposed statement of general policy on rates for milita 
traffic, to become effective July 1, 1959. In its notice the Board requested that 
interested parties submit such comments as they may desire on or before 
March 31, 1959. 

Good cause therefor appearing, the Board has decided to extend the date for 
return of comments on the policy outlined in its aforesaid notice to April 10 
1959. Notice, therefore, is hereby given that the time within which comments 
on Part 399: Statements of General Policy, Rates for Military Traffic, wiy 
be received is extended to April 10, 1959. 

By the Civil Aeronautics Board: 

[SEAL] MABEL McCart, 

Acting Secretary. 


CIVIL AERONAUTICS BOarp, 
Washington, D.C., March 10, 1959, 


PART 399—STATEMENT OF GENERAL POLICY 
RATES FOR MILITARY TRAFFIC 


Notice is hereby given that the Civil Aeronautics Board has under consider- 
ation the adoption of the attached proposed statement of policy on rates for 
military traffic to become effective July 1, 1959. 

Interested persons may submit comments regarding the proposed policy, in 
quintuplicate, addressed to the Secretary, Civil Aeronautics Board, Washing- 
ton 25, D.C. 

All relevant matters in communications received on or before March 31, 1959 
will be considered by the Board before taking final action on the proposed 
policy. 

By the Civil Aeronautics Board: 


[SEAL] MABEL McCart, 
Acting Secretary. 


Part 399—STATEMENT OF GENERAL POLICY 
RATES FOR MILITARY TRAFFIC 


-assenger traffic transported by MATS aircraft and by civil carriers under 
contract to MATS is comprised of military personnel, their dependents, civilian 
personnel of the Department of Defense and, to a more limited extent, personnel 
of other Government agencies. Such traffic is moved to and from many por- 
tions of the globe. While some of the areas involved are not currently serviced 
on a regularly scheduled basis by commercial air carriers, many of the points, 
including those which account for the bulk of such transportation, are so served. 
Although complete data are not currently available to the Board, it is estimated 
that MATS passenger traffic amounts to more than 600,000 passengers annually. 
Well over one-half of this total is moved between the eastern U.S. seaboard and 
Europe, and western U.S. coastal points and the Far East. 

The Board has always attempted to facilitate the procurement of civil airlift 
by Defense. Beginning in 1950, the Board granted exemption from section 401 
of the Civil Aeronautics Act of 1938 (now the Federal Aviation Act of 1958) to 
various classes of carriers, including certificated air carriers, certificated Alaskan 
air carriers, certificated cargo carriers, and supplemental carriers, in order 
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to permit such carriers to perform air transportation of persons and property 
yrsuant to contracts with the Department of Defense. The effect of these 
exemptions was to make inapplicable to these various classes of carriers restric- 
tions such as those on frequency, regularity, volume, type of traffic, and geo- 

phical area of operations, while conducting military “charter” operations of 
passengers and cargo.’ Although exempt from section 401, until 1953 they were 
stil required to file tariffs in accordance with section 403 and were also subject 
to the antidiscrimination provisions of section 404 while engaged in charter 
operations for the Defense Department. “ 

In 1958 the Board adopted part 294 of the economic regulations (14 CFR 
pt. 204). The effect of this regulation was to relieve the air carriers performing 
military “charter” services from the tariff provisions of section 403 and other 
designated requirements of the act and designated portions of the Board’s regu- 
jations. This exemption authority in part 294 is limited in application. It 
applies only to planeload operations performed pursuant to a charter agreement 
covering a period of at least 90 days, and not in excess of 1 year. Moreover, to 
qualify for the exemption, such charter agreement must provide for a minimum 
average of 24 one-way schedules to or from the same point per 30-day period, 
such schedules to be in conformance with a preagreed schedule pattern. 

Without here going into a detailed explanation of the circumstances leading 
up to adoption of part 294, it should be noted that the Board found that ad- 
herence to formal tariff requirements, where service was being purchased on 
a bid basis, created unwarranted administrative problems. These problems 
became especially significant and onerous in the light of the fact that the regu- 
lated common carriers were faced with the competition of the so-called part 45 
operators, which are not subject to Board economic regulation, and are not, 
therefore, subject to any tariff filing requirements.* In promulgating part 294, 
the Board recognized that “the terms and conditions under which the charters 
are to be performed, together with the commitments of equipment and possible 
changes therein, make it extremely difficult to devise a charter rate which would 
be properly applicable to all charters.” The Board also noted that “* * * the 
nature of the contracting organization as well as the contract renegotiation 
procedure appear to provide adequate protection from excessive charges by the 
air carriers, while the governmental nature of the activities involved will tend 
to avoid possible harmful discriminatory effects which might otherwise arise 
if this type of charter were generally exempt from tariff and rate requirements.” 

Prior to fiscal year 1959, use by the carriers of part 294 as the basis for 
participation in military charter operations was limited. Before October 1958 
the Department of Defense made less use of the “firm” type of contract (with a 
stated minimum frequency of service envisioned in pt. 294) than it had of the 
“call” type of contract. In these latter-type agreements, which constituted 84 
percent of Defense’s contracting for commercial airlift in 1957, the frequency 
of service to be performed is not definitely established until a service order is 
issued ; and service commitments are made on a short-term basis and frequently 
on yery short notice. To permit the carriers to bid for these “call” type con- 
tracts, the Board has liberally supplemented the scope of the exemptions pro- 
vided by part 294. Such action was responsive both to requests from all industry 
segments and from Defense that such action was essential in obtaining needed 
aipift ‘on satisfactory terms. 

The difficulties with such procedures for governing military charter opera- 
tions quickly became evident. Competitive bids were declining to an uneco- 
nomical level,‘ and the Board instituted an investigation with respect to a 
possible change in policy (Order No. E—11507, June 28, 1957). The views of 


1The present exemption authority terminates September 30, 1959. See Order No. E- 
13137, dated November 5, 1958. 

?The Board, as part of its legislative program, has again asked the Congress for legisla- 
tion which would give it economic regulatory power over these carriers. 

*The first such exemption was contained in Order No, E-9967 (Feb. 1. 1956). In 
that order the Board noted the serious difficulties involved if compliance with secs. 403 
and 404 were required. 

*Taking the transatlantic route for purposes of illustration, successful bids had fallen 
from a rate of $165 in January 1952 per passenger to $76.80 per passenger in January 
1954. Subsequently, in the last half of calendar 1957, the average rate in firm contracts 
for the route was in the range of $102—$105 per passenger. And by the summer of 1958 
the decline had reached a level where at least one carrier had submitted a successful call 
bid of $69.80. TWA, which presently holds a major contract for this segment, provides 
transportation at a rate of $79.50 per passenger. By way of comnarison, the comparable 
common carriage service is furnished at rates ranging as high as $352. 


41501—59——-11 
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interested carriers and Department of Defense were obtained, with the carriers 
stating that the competitive bidding method presented difficult problems, While 
considerable disagreement was expressed as to the manner of dealing with the 
problem, it was clear that a mere withdrawal of the Board’s exemptions from 
the tariff requirements would not resolve the fundamental economic problem 
inherent in competitive bidding for military traffic under existing conditions 
In part, this inadequacy stems from the severely limited rate control powers. 
which the Board possesses with respect to foreign air transportation." 

In its most recent statement on the problem of extending carrier exemption 
for military contract traffic, the Board reviewed the entire situation and stateq 
its increasing concern over the possibility that rates would fall to uneconomica} 
levels as a result of the current unrestricted bidding procedure. It announced 
that it would undertake detailed consultation with the Department of Defense 
in an effort to find an immediate and sound solution to the problem of allocating 
needed military augmentation airlift among the civil air carriers (Order No, 
E-13040, September 30, 1958). Subsequent developments have resulted in the 
action and policy here presented. 

Before stating our proposed action and the policy which it reflects, it may be 
pertinent to note that the decision to make this proposal was reached by the 
Board independently. It was made in full awareness of the limitations on the 
Board’s powers to cope with the serious and adverse consequences to the air 
transportation industry of unrestricted bidding for military traffic. However, 
it was apparent, if constructive action was to be taken to resolve these problems, 
that the Board would have to take the initiative and take such action as was 
within its power to attempt to preclude further resort to destructive competitive 
bidding, as well as to provide a more satisfactory framework for greater use of 
civil air services for MATS augmentation airlift. 

We turn now to our proposal. We intend to reinstate the system of filed 
tariffs, and at the same time to permit the carriers to offer reduced rate trans- 
portation for this military passenger traffic without incurring a risk of charging 
unjustly discriminatory or prejudicial rates and fares. We will terminate the 
exemptions in part 294 insofar as they now apply to military passenger traffic 
in foreign and overseas air transportation, and will no longer follow a policy 
of granting individual exemptions from sections 403 and 404 in connection with 
the conduct of military passenger operations in foreign and overseas air trans- 
portation. We further will give public notice of appropriate minimum rate 
levels, as hereinafter indicated, for passenger traffic in overseas and foreign 
air transportation.° 

We believe that, as a result of such action on our part, the carriers will not 
be hampered in their ability to quote reduced rates for. the military—which from 
a practical standpoint they apparently must do if the traffic is to be obtained— 
and yet the framework for avoiding destructively low rates will have been set; 
As is hereinafter more fully explained, the limitations on the Board’s statutory 
authority ‘ force reliance upon the cooperation of the Defense Department, as 
well as the acceptability of this proposal to the air carriers, to protect the 
industry from destructive competitive bidding for military traffic.’ 

Our staff has discussed this proposal with interested staff in the Department 
and has been given no reason to believe that Defense Department cooperation 
will not be forthcoming. Unless it becomes evident that the carriers generally 
prefer to continue to secure military traffic through submission of bids on a 
competitive price basis, we have no reason to believe that the Defense Depart- 
ment will not favorably consider abandonment of the practice of issuance of 
invitations to bid for military traffic. Instead, foreign air transportation could 
be purchased at tariff rates without request for submission of competitive bids. 
MATS would then be able to program greater use of individually ticketed and 


5 Thus, with respect to rates in foreign air transportation, the Board can neither suspend 
tariffs nor establish fair and reasonable rates. 

6 We are aware that MATS procures airlift for military cargo on the same competitive bid 
basis as presently pertains in military passenger operations. However, the Board is not 
aware that the problems which currently are involved in MATS-purchased passenger 


transportation exist to any significant degree in the movement of cargo. Accordingly, the- 


charter of civil aircraft for the movement of cargo will continue as presently constituted. 
The Board, however, will keep this area under close scrutiny and will be prepared to take 
action if it appears necessary. 

7 See footnote 5. 

8 The Board has requested the Congress to enact legislation giving the Board rate powers 
for foreign air transportation, comparable to those which it has for domestic air trans 
portation, i.e., the power to suspend tariffs and to establish fair and reasonable rates. 
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individually waybilled services than has been past practice. In the use of plane- 
Joad charters, there is no reason to believe that the practice of a small business 
setaside will not be continued as in fiscal year 1959. The extent to which MATS 
will use regularly scheduled commercial services, as well as the type of service 
(e.g., passenger, cargo, or convertible) which will be purchased on a planeload 
pasis will be determined by MATS to meet military requirements. Similarly, 
MATS will be in position to select the carriers if more than one can provide 
the service sought. 4 

We are not unaware of the fact that our proposed action does not present 
a pat solution to the so-called MATS problem. It is clearly not within the 
Board’s power to do so. As we have heretofore noted, our objective is to pro- 
yide a basis for avoiding a further deterioration in the rates paid for civil 
augmentation airlift and to provide the framework for greater use of civil air 
service for peacetime military traffic. In this connection, one of the principal 
virtues of the proposal is the encouragement it may offer to the use of individually 
ticketed services, in addition to planeload charters, for military traffic. 

There has been in discussion for some time past the question of offering 
reduced rates for military traffic on the regular commercial service of the civil 
air carriers. One of the problems in establishing such rates has been the ques- 
tion of whether these rates might be considered to be unjustly discriminatory 
or unduly preferential and, therefore, illegal. It is equally apparent that another 
and related factor inhibiting the offer of a discount for individually ticketed 
service has been the question of the proper relationship between the individually 
ticketed rate and the planeload rate. Our proposal will serve to resolve these 
problems and to that extent should serve to encourage use of regularly scheduled 
commercial services for the transportation of MATS traffic.® 

The rates herein sanctioned for individually ticketed and plane-load flights are 
considerably lower than the carriers charge in providing ordinary commercial 
services. This is also true for planeload flights when comparison is made with 
commercial “on season” charter rates. The determination of whether a reduced 
fare is or is not unjustly discriminatory, unduly preferential or prejudicial 
depends on the facts related to each particular situation. 

As noted above, the Board’s intention here is to review the question of reduced 
fares for military traffic in the light of available facts and pertinent considera- 
tions, and indicate the extent of such reductions which, in our view, would not 
involve unjust discrimination or undue preference or prejudice. It is recognized 
that this advance determination does not have legal force and effect as regards 
any individual tariff which may now be on file or filed in the future, and that 
the full statutory process would be required in the event that any such tariff 
might appear to result in unjust discrimination, or undue preference or prejudice. 
We are at this time only indicating those reduced fares for military traffic which 
we would not disturb and those with respect to which we would be compelled to 
take appropriate action. 

The Board in the past has permitted reduced fares for military passenger traffic 
in interstate air transportation. Fora number of years the domestic air carriers 
have entered into agreements with Defense which provide for, among other things, 
a10-percent discount for military travel. Such agreements have, of course, been 
submitted to the Board under section 412 of the act, and the Board has in the 
past found such agreements to be in the public interest. In the recent Certificated 
Air Carrier Military Tender Investigation, docket No. 9036, the Board again 
considered the lawfulness of such reduced fares for military traffic in interstate 
transportation. The Board found that such fares are not unjustly discrimina- 
tory, in view of the competitive considerations, cost savings, economic benefits 
to the industry, and the fact that the Federal Government is the beneficiary of 
the reduced fares. In addition, the Board has approved IATA agreements 
providing for reduced fares for emigrants from Europe to the United States on 
the basis of considerations of national interest and economic benefits to the 
industry. A discount of 40 percent from regular fares is applicable in the 
off season when there exists a substantial volume of unused space. The Board 





*We recognize that for some types of military traffic, there may be sound military rea- 
sons, unrelated to possible cost differentials, for use of planeload charters rather than ordi- 
nary commercial services. However, for certain types of traffic, such as that of dependents 
of military personnel, there does not appear to be any such sound reason for use of plane- 
load charters. In fact, the transfer to civil carriers of this traffic might, in the long run, 
result in substantial economies in MATS operation through elimination of services espe- 
cially provided for devendent traffic. 
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has also permitted reduced fares for military furlough travel on the basis of 
national interest considerations. 

There are in this present situation many of the same considerations which 
the Board in the past has found to warrant a reduced rate for a particular type 
of traffic. On the basis of information available to the Board, it is abundantly 
clear that the MATS traffic would not be moved via civil air carriers at regular 
fares. This is particularly true with respect to the scheduled passenger services, 
but is also true with respect to charter services during a large part of the year 
The Military Establishment apparently transports this traffic via military air or 
sea transportation at rates substantially below prevailing commercial passenger 
fares and charter rates. Thus, if the commercial carriers are to participate in 
any significant degree in the transportation of such traffic, it appears that they 
must offer a “competitive” price.” 

It is equally clear that it is in the public interest for the civil air carriers to 
participate in the transportation of this military traffic. The availability of the 
civil air carriers to the Defense Establishment will materially increase the total 
volume of service available to it and should significantly enhance its flexibility 
of operations. Similarly, the civil air carriers may be enabled to support addi- 
tional aircraft to handle this traffic, which aircraft would be of great value in 
time of national emergency. From the standpoint of the industry itself, it is 
evident that the large-scale participation of the civil carriers in this military 
traffic would be of substantial economic importance. The military traffic being 
moved in foreign and oversea air transportation involves a large amount of 
traffic moving, in many instances, in areas already served by the civil carriers, 
To the extent that some of this traffic can be transported on regularly scheduled 
flights in space which would otherwise be unused, it is obvious that the civil 
carriers would realize substantial economic benefits which might eventually be 
shared in some measure by all classes or all types of traffic. The transporta- 
tion of the military traffic in planeload lots would also be to the economic benefit 
of the civil air carrier industry, provided such traffic is carried at economic 
rates. 

In view, therefore, of the practical necessity to offer a reduced fare to obtain 
the military traffic, as well as the national interest considerations, and the eco- 
nomic benefits to the industry which would flow from its participation in such 
transportation, the Board cannot conclude that a reduced fare for military 
traffic would be, per se, unjustly discriminatory. However, we must also con- 
sider whether such reduced rates for military traffic may involve undue prefer- 
ence or prejudice in that other types of traffic may be burdened by such reduced 
military rates. The degree to which other types of traffic may be burdened by 
a reduced rate for another type of traffic depends, of course, on the extent of the 
reduction. The fare levels set forth hereinafter represent our views based on 
all available data as to the maximum discount from regular commercial fare 
levels which could be afforded the military traffic without burdening the other 
types of traffic and thereby involving undue preference or prejudice. Our view 
as to the minimum fare level for MATS passenger operations is predicated on 
the assumption that individually ticketed services on scheduled flights will be 
performed on a space-available basis. 

The Board believes it should be possible to design a practical and workable 
system of making otherwise unused space on regularly scheduled flights avail- 
able to military traffic, which, in turn, would justify reduced fares. In foreign 
air transportation, most of the reservations for the regular civilian travel are 
made well in advance of the date of departure in view of the fact that most 
trips are of considerable length and because of the complexities in foreign travel. 
Therefore, it appears reasonable to permit the established of a cutoff date 72 
hours in advance of flight time, at which time seats not previously reserved may 
be blocked for military passengers. This arrangement should not interfere 
significantly with regular passengers and at the same time should afford the 
military a reasonable time to schedule its travel. 

Moreover, MATS would actually have a considerable volume of capacity 
available to it. Thus, although the actual flight would not be assigned more 
than 72 hours before flight time, it appears that MATS would have sufficient 


%” The question of the extent to which the Government should. in fact, provide services 
duplicative of those provided by private business is obviously not one which the Board 
can effectively resolve. We must deal with the situation as we find it. 
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flexibility of operations and sufficient ability to control the flow of traffic to 
make effective use of such an arrangement.” a0 : 

In this connection the Board anticipates that the military traffic authorities 
and the civil air carriers may find it desirable to enter into arrangements (em- 
podied in the carriers’ tariffs) with respect to the amount of space or capacity 
which will be furnished and used during specified periods. Presumably, this 

of arrangement would apply to space which would be furnished on regularly 
scheduled flights as well as space to be furnished on a full planeload basis. 
With respect to the former, however, such agreements should deal only with the 
total amount of space to be provided and used within a specified period without 
reference to the space that would be provided on any individual flights. More- 
over, the amount of space so committed in advance must reflect a conservative 
forecast of unused space in order to insure against displacement of regular traffic. 

In developing the minimum rate level which we believe should apply to the 
military passenger service, the Board has reviewed the reported operating costs 
of the civil air carriers, including both the certificated and supplemental carriers. 
As a starting point, we have examined the carriers’ overall cost experience which 
reflects the operating cost of passenger and cargo service, regularly scheduled and 
charter services, long-haul and short-haul operations, ete. We have also exam- 
ined reported costs of the principal aircraft types. We have excluded from the 
reported total operating costs these costs which do not appear to be properly 
chargeable to the military traffic, such as advertising and promotion expense, 
related overhead, and agency commissions. Reported passenger food expense 
has been excluded and we have used in its place a standard cost of 1 cent per 
available ton-mile. Finally, we have disregarded or given less weight to ex- 
perienced costs which appear to be unrepresentative or influenced by nonrecur- 
ring factors. 

On the assumption that the military traffic would be carried on regularly sched- 
uled flights on a space-available basis or in full planeloads, as is presently the 
ease, we believe that the minimum rate level which would not burden other types 
of traffic should be equivalent to the carriers’ operating costs, adjusted as in- 
dicated, plus a reasonable return, per available ton-mile. On this basis the 
military traffic would be charged with a fair share of the costs of the space 
occupied, but not with the costs of unused space. This result appears consistent 
with the concept of space-available travel on scheduled services and full planeload 
transportation where there is no unused space. 

The unit cost data which the Board has relied upon are set forth for each 
carrier in the attached appendix. Inasmuch as substantial volumes of the 
MATS traffic are moved in the transatlantic area, the transpacific area, and 
between the west coast of the United States and Hawaii, we have included the 
data for the carriers operating predominantly within each of these areas. For 
example, in the case of the transatlantic area, we have analyzed the unit costs 
of Pan American, TWA, and Seaboard & Western, as well as several of the smller 
supplemental air carriers. 

These data reflect some degree of variation among the various carriers and as 
among the various types of aircraft. At this stage the Board feels that it is 
appropriate to specify the minimum rate which it believes should be applicable 
to the military traffic without reference to any particular carrier or any par- 
ticular area. Nevertheless, such minimum rate should give due regard to the 
cost experience of those carriers which operate in the various areas involved 
and which have carried this traffic in the past and can be expected to participate 
in such carriage in the future. Accordingly, we have derived an average cost 
per ton-mile on the basis of the unit costs of the carriers shown in the appendix 
by weighting each area in relation to the volume of MATS traffic moved in 
such area and by weighting each carrier within each area by its size in terms 
of available ton-mile. 

The weighted average unit cost, which includes a return on investment equival- 
ent to a profit margin of 9 percent,” amounts to 34.3 cents per available ton-mile. 
At 10 passengers plus baggage carried per available ton, such cost is equivalent 
to 3.4 cents per revenue passenger-mile. 





“For example, the military could well in advance advise the individuals to be trans- 

tted of the approximate date of travel, with the passenger being later given, 72 hours 
efore departure, the name of the carrier, the flight number, and the hour of departure. 
Further, the administrative means for communication with the passenger could be worked 
out between the carriers and the military. 


‘ ™ Based on a return on investment of approximately 9 percent plus provision for income 
axes, 
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With respect to the plane-load service, we have made adjustments to the fore 
going costs to reflect on a judgment basis the lower costs which would be ag. 
sociated with transportation on a full planeload basis. It is the Board’s under. 
standing that a significant portion of these planeload operations are conducted 
to or from military bases at which ground services are performed by the mijj. 
tary, landing fees are eliminated, and gasoline may be purchased at reduce 
prices. All of these factors would tend to produce lower operating costs for the 
carriers involved. In addition, the planeload transportation may well produce 
savings in the reservations cost and other savings stemming from a greater 
length of hop and better utilization of aircraft. The extent of the potenti) 
savings in these areas is not capable of precise measurement and is necessarily g 
matter of judgment. Moreover, the extent of such cost savings would tend to 
vary from operation to operation depending on the circumstances relating to 
each specific instance.. On balance, however, we believe that these factors should 
reduce operating costs by 15 percent and we have accordingly reduced the leye} 
previously developed for individually ticketed military travel to that extent, 

In this statement the Board is indicating the minimum level of rates which, 
on the basis of the information and data before it, it believes could properly 
be established for military traffic moved on individually ticketed and on 
planeload bases. We have expressed these minimums in terms of cents per 
revenue passenger-mile and intend these minimums to have general applica- 
bility. At the same time we are, as previously stated, returning to a tariff fij- 
ing system with respect to the military passenger traffic. Accordingly, in the 
future it is anticipated that those carriers desiring to participate in the trans. 
portation of military passenger traffic will file appropriate tariffs with the 
Board, which tariffs will form the basis for compensation for such services, 
The Board’s tariff regulations require that the fares for individually ticketed 
travel be stated in dollars and cents for each applicable pair of points, and that 
the rates for planeload or charter transportation be expressed in terms of an 
amount per airplane-mile or hour, or an amount for each applicable pair of 
points. These rates and fares would be determined by applying the rates per 
passenger-mile specified in this statement to the mileages involved between the 
points or to the number of seats installed in a given aircraft type.” 

With respect to military contracts which involve the movement of both cargo 
and passengers, it is intended that the specified minimum, as converted to an 
appropriate tariff rate, would apply to the entirety of such contract. A military 
eontract operation which involves the movement of passengers in one direction 
and the movement of cargo in the other direction, the charter rate per aircraft- 
mile for example, determined from the specified minimum rate for military 
passenger traffic, would apply in both directions. 

As regards the military travel on an individually ticketed basis, the minimum 
rate of 3.4 cents per passenger-mile specified herein produces rates of about 
$117, $124, and $131 to London, Paris, and Frankfurt, respectively; in the 
Pacific area, the Seattle-Tokyo fare for this traffic would be approximately 
$167. In other areas, of course, the dollar fare would depend upon the distances 
involved. 





13—n developing the minimum rate levels, the Board has assumed that the bulk of the 
traffic will be carried in accommodations approximating tourist class service. However, 
some of this traffic may be carried on a planeload basis in accommodations which are 
significantly different from tourist class service. Moreover, the individually ticketed travel 
moving on a space-available basis may be transported in each of the existing classes of 
regular commercial service. Under these circumstances it may be appropriate that a 
different rate per passenger mile be charged for transportation in the various classes of 
service. The desirability and feasibility of developing such minimum rate levels will be 
further considered by the Board in the light of the comments of the various interested 
parties. 
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(The following correspondence subsequently was received by the 
subcommittee :) 
CIVIL AERONAUTICS Boarp, 
Washington, D.C., June 11, 1958. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Military Operations, Committee on Government 
Operations, House of Representatives, Washington, D.C. 

Deak Mr. CHAIRMAN: You have previously expressed an interest in the Board's 
study of the present methods being used in the procurement of civil augmentation 
airlift for the Military Air Transport Service. 

The enclosed statement describes certain efforts of the Board to solve some 
of the problems presented, and announces abandonment of Board efforts to per- 
suade the Defense Department to change certain of its existing policies. It jg 
being provided for your information. 

Sincerely yours, 
JAMES R. DURFEE, Chairman. 


Civi. AERONAUTICS BOARD STATEMENT 


The Civil Aeronautics Board today made the following statement: 

The CAB has determined that it will not adopt the proposed statement of gen. 
eral policy on rates for military traffic which was made public on March 10, 1959, 
as a proposed amendment to part 399 of the Board’s Economic Regulations. 

The development of the proposed policy was the culmination of many months 
of study and effort by the Board and its staff. In mid-1958 as the result of 
recommendations by the Subcommittee on Military Operations of the House Com- 
mittee on Government Operations (Holifield subcommittee) and also because of 
representations by large segments of the industry that current MATS practices 
in procuring augmentation airlift were adverse to the air transport industry, the 
Board’s Chairman and Vice Chairman met with officials of the Department of 
Defense where it was agreed that an effort should be made to seek a more 
acceptable means for procurement of MATS augmentation airlift. 

These meetings resulted in the establishment of a joint CAB-Defense Depart- 
ment working group. This group met from time to time in the autumn of 1958 
but was unable to agree on a specific course of joint action. The Board there- 
upon decided that it should take such unilateral action as was available to it. 
This action, subsequently published as the proposed amendment to part 399, 
contemplated the announcement by the Board of minimum rates which it would 
consider economical for both planeload and individual movements of MATS 
traffic, the suspension of the exemptions from filing tariffs as authorized in part 
294 of the Board’s Economic Regulations, and the approval by the Board for 
the certificated carriers to negotiate with the Department of Defense for sub- 
stantially reduced rates for movement of MATS passengers on regular com- 
mercial service on a space-available basis. 

Prior to reducirg this concept to the policy statement as finally issued, the 
Board’s staff had discussed it informally with Defense officials. These off- 
cials indicated their view that the Board’s proposal would be a means of solving 
the problem which would be acceptable to the Department of Defense. Many 
weeks of effort by the Board followed, resulting in the publication of the pro- 
posed amendment to part 399 on March 10, 1959. 

In its initial pronouncement on March 10, 1959, the Board noted that, in view 
of the severe limitations on the Board’s statutory authority to control rates for 
foreign transportation, the success of the policy depended to a great extent 
upon the cooperation and support of the Department of Defense. The Board 
further noted that it had been led to expect that a solution along the lines sug- 
gested in the proposed part 399 would be supported by the Department of 
Defense which would, on adoption of such a policy, discontinue its practice of 
acquiring augmentation airlift by unrestricted competitive bid in favor of future 
purchase under published tariffs. 

On April 22, 1959, the Department of Defense officially expressed to the Board 
its nonconcurrence with the proposal of March 10 and especially opposed that 
part of the proposal suggesting the abandonment of current contracting prac- 
tices, which in the Board’s opinion was the heart of the proposal. On May 14, 
in elaborating on their position before the Holifield subcommittee, Defense wit- 
nesses were emphatic that the Department is now convinced that acouisition of 
augmentation airlift should only be accomplished by competitive bidding. 
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In the face of the refusal of the Air Force to abandon current contractual 
methods for securing civil augmentation lift, and the fact that there is a strong 
division of interest among the air carriers as to appropriate solutions of this 
problem, the Board has concluded that the final adoption of its proposed policy 
statement and the reimposition of a requirement for filed tariffs for military 
traffic would not be effective in preventing competitive bidding at uneconomic 
lower rate levels. Under such circumstances, the Board has reluctantly con- 
cluded that it would be useless to adopt its proposed policy statement. The 
Board, therefore, expects to continue to issue the necessary exemptions from 
title IV of the Federal Aviation Act to permit carriers who are successful bid- 
ders on MATS augmentation contracts to perform the required services. 

The Board is of the opinion that it has exhausted all avenues now available 
to it to correct what is generally accepted as an increasingly unhealthy rate sit- 
yation in the purchase of military augmentation airlift. The Board has re- 
peatedly recommended to the Congress the enactment of new legislation which 
would give it control over international rates comparable to that which it exer- 
cises over domestic rates. If such legislation were enacted, the Board’s ability 
to deal constructively with this problem would be greatly enhanced. Without 
such power, the Board cannot effectively prevent further rate decreases with 
resultant adverse effect on the economic soundness of a large segment of the 
industry. In this connection, there is a well-established relationship between 
the economic soundness of commercial airline operation and air safety that 
the Board must consider in its responsibilities in rate regulation. 

This does not mean that the problem of uneconomic competitive bidding can 
only be resolved through elimination of the bidding process. It is probable that 
should the Defense Department, through administrative action or in response to 
congressional direction, take steps to utiilze more fully the available civil ca- 
pacity, or to move in the direction of channeling procurement in terms of air- 
eraft in short supply for emergency requirements, there would be a lesser likeli- 
hood of a further downward rate spiral. In this connection, the Board has al- 
ready offered its cooperation to the Congress and to the Defense Department 
in the development of a program which would be designed to strengthen the 
civil air carriers, to assist them to acquire needed new modern cargo aircraft 
for our emergency needs, and thereby to improve our national defense posture. 


Mr. Hotirtevp. Is there a representative in the room of OCDM? 

Will you please come forward, sir? 

Mr. Witness, will you identify yourself to the reporter, please, and 
tothe committee ? 


STATEMENT OF J. ROY PRICE, ASSISTANT DIRECTOR FOR RE- 
SOURCES AND PRODUCTION, OFFICE OF CIVIL AND DEFENSE 
MOBILIZATION; ACCOMPANIED BY OWEN R. JONES, DEPUTY 
ASSISTANT DIRECTOR; AND CHARLES H. KENDALL, GENERAL 
COUNSEL 


Mr. Price. Thank you. 

Mr. Chairman, and the committee, I am J. Roy Price. I am the 
Assistant Director for Resources and Production in the Office of Civil 
and Defense Mobilization. I have with me today Mr. Owen Jones, 
my oputy Assistant for Transportation, Mr. Charles Kendall, our 
counsel. 

The following statement is in response to the various questions which 
were posed in the last report of this committee, which was furnished us. 


10n Mar. 10, 1959, the Board said this: 

“Taking the transatlantic route for purposes of illustration, successful bids had fallen 
from a rate of $165 in January 1952 per passenger to $76.80 per passenger in January 
1954. Subsequently, in the last half of calendar 1957, the average rate in firm contracts 
for the route was in the range of $102-$105 per passenger. And by the summer of 1958 the 
detline had reached a level where at least one carrier had submitted a successful call bid of 
$69.80. TWA, which presently holds a major contract for this segment, provides trans- 
portation at a rate of $79.50 per passenger. By way of comparison, the comparable 
common carriage service is furnished at rates ranging as high as $352.” 








164 MILITARY AIR TRANSPORTATION 


One of the responsibilities of my office is to coordinate the develop. 
ment of civil ama defense mobilization plans and programs for trangs- 
portation to meet emergency conditions and requirements, Our objec- 
tive in dealing with the Nation’s transportation resources is to develop 
operational programs and determine capabilities in all modes of trang. 
portation to meet the demands of the essential civilian and militar 
users under varying types of emergency conditions including an attack 
upon this Nation. 

In carrying out our programs in OCDM, we take full advantage of 
the technical knowledge and the industry relationships of the Govern- 
ment agencies having transportation responsibilities through the as- 
signment of specific civil and defense mobilization functions to these 
agencies. Since Reorganization Plan No. 1 of 1958 went into effect, 
we have reviewed our agency assignments, and there will soon be issued 
updated and augmented directives to these agencies for civil and de- 
fense mobilization preparedness programing. 

Through these agencies, and noneh industry relationships, we de- 
termine the capabilities and the deficiencies of the transportation in- 
dustries to meet total war. Through this mechanism, we will develop 
measures to improve capabilities and overcome deficiencies, 

With your permission, Mr. Chairman, I would now like to comment 
briefly on the recommendations 17 through 20, made by your subcom- 
mittee in House Report No. 2011, of the last C ongress, and which was 


directed for consideration to the Office of Civil and Defense Mobiliza- 
tion. 


Mr. Rosack. Excuse me, Mr. Witness. 

Mr. Chairman, before the witness proceeds further, I wanted to get 
a point established in the record. Do you know of a transmittal let- 
ter that was sent to the OCDM with an accompanying report in this 
field? Are you aware that any such letter was sent ¢ 

Mr. Price. What type of report, sir? 

Mr. Ropack. The report of military air transportatior to which 
you are now responding. 

Mr. Price. Yes; we have such a letter here. 

Mr. Rozack. When was that letter sent by this committee, do you 
know ¢ 

Mr. Kenpatu. May 1, 1959. 

Mr. Rorackx. What date? 

Mr. Kenpatu. May 1, 1959. 

Mr. Ropack. Well, this re port was not prepared May 1. This re 
port was prepared in June, if I recollect, and the latter part of June, 
around the 28th or 30th a copy of the report was sent to agencies 
which were the subject of recommendations. 

Now, do you have any knowledge, any witness here from the 
OCDM, as to the receipt of such a transmittal letter and a report? 

Mr. Kenpatu. You mean a year ago rather than last week ¢ 

Mr. Ropack. Yes. 

Mr. Kenpatu. No; I don’t know of it. 

Mr. Rozackx. You have no awareness that such a letter was sent? 

Mr. Price. Sir, I am not aware of it. I should think that perhaps 


I should qualify my position. I assumed this office last September 1. 
I was not in Government prior to that time. 
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Mr. Ropack. Well, so far as our records show, Mr. Witness, a letter 
was sent out, I believe, on the 27th of June, with a request that there 
be a response to the committee’s recommendation. Now, we never 
received any response. Can you respond to that? 

Mr. Jones. My name is Owen Jones. 

Yes; we did receive a letter. There was also a letter directed to 
the President. And we, being a part of the Executive Office, coordi- 
nated our reply through Mr. Quesada’s office, when he was Special 
Assistant to the President. And the coordination for the reply was 
to be made through his office. 

Mr. Rowack. As far as you are concerned 

Mr. Jones. As far as we are concerned, we did coordinate our reply 
and information through him. 

Mr. Rozack. So far as you are concerned, if there was a failure to 
respond to the committee’s letter, it was Mr. Quesada’s fault, not 

ours ? 

Mr. Jones. We would assume so. 

Mr. Ropack. You may proceed. 

Mr. Price. With your permission, I would now like to comment 
briefly on the recommendations 17 through 20, made by your sub- 
committee in House Report No. 2011 of the last Congress, and which 
were directed for consideration to the Office of Civil and Defense 
Mobilization. 

For convenience, I will quote the recommendations as stated in the 
report, then offer our comments. eee 

Recommendation No. 17: Civil agency responsibilities in planning 
for mobilization of civil air transport should be consolidated or 
otherwise reorganized and staffed in a manner to insure that these 
responsibilities will be effectively discharged. 

ur comments: Through Reorganization Plan No. 1, 1958, re- 
sponsibility for policy direction and mobilization planning has been 
consolidated in OCDM. Planning functions and assignments have 
been reviewed and, as I have previously indicated, new assignments, 
assignment orders, rather, will soon be issued to all agencies con- 
cerned. The transportation staff of the Office of Civil and Defense 
Mobilization has been strengthened to give us the capability to con- 
duct these responsibilities. 

Recommendation No. 18: The new Office of Defense and Civilian 
Mobilization to be established by Reorganization Plan No. 1 of 1958 
should assume an active role in reorganizing civil agency planning 
functions, emphasizing the expansion of the civil air transport re- 
sources of the Nation, rather than the allocation of limited resources 
among claimant agencies. 

Our comment: The Office of Civil and Defense Mobilization will 
continue the policy of emphasizing the full use of civil air transport 
resources in an emergency and will encourage the peacetime develop- 
ment and use of this industry whenever possible and feasible. Plan- 
ning measures to assure full emergency utilization of this capability 
are being advanced. During the past few months, market. progress 
has been made in the development of measures to insure the readiness 
and reliability of the civil reserve air fleet. 

Recommendation No. 19: The President, in whom is vested di- 
rectly the authority for defense mobilization and preparedness, should 
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direct a new study of civil air policy, building on the 1954 report of 
the Air Coordinating Committee, and bringing it up to date. 

I move to recommendation No. 20. The new Office of Defense and 
Civilian Mobilization, in behalf of the President, should undertake 
to organize the study project on civil air policy, obtaining representa. 
tion from the military and civil agencies of the Federal “Government 
and from the air transportation industry, and providing terms of 
reference which will lead to specific recommendations for administra- 
tive and legislative action. 

Our comments: I would like to comment on recommendations 19 and 
20 together. It is agreed that the 1954 report of the President’s Air 
Coordinating Committee, which has served as a guide in civil air 
policy, needs to be updated. Such a review has been initiated, and 
OCDM is lending full support. The President, as you no doubt are 
aware, has established a committee under the Secretary of Commerce 
to review and make recommendations on transportation as a whole, 
The transportation of persons and goods by air, as well as by rail and 
water, will be an important part of this committee’s assignment. The 
findings of this committee might well have a bearing on the mobiliza- 
tion aspects of civil air policy. In addition, it is appropriate to men- 
tion that the Federal Aviation Act of 1958, providing for a Federal 
Aviation Agency, gives a new and very effective framework for the 
consideration of certain civil air policy problems. The OCDM is 
working closely with this Agency on mobilization problems arising 
in the developme nt of air policy and programs. 

That is the end of the statement, sir. 

Mr. Rosack. Can you tell us, "Mr. Pric e, how your transportation 
office was strengthened, as you say it was? 

Mr. Price. By an increase in personnel, sir. 

Mr. Rosackx. What was it increased from, and to how many? 

Mr. Price. I am not familiar with the exact number that the office 
had at the time of the last appearance before this committee, sir, but 
T believe it wastwoorthree. We now have 12. 

Mr. Ropack. You have 12 members. And how many of those are 
concerned with air transportation ? 

Mr. Price. I have to defer to my assistant here, sir. 

Mr. Rosack. All right. 

Mr. Jones. All of us are concerned with air transportation, in one 
phase or another, because we are al] cordinated in our organization. 

Mr. Houtrtevp. In other words, the 12 takes care of rail and sea and 
air? 

Mr. Jones. Yes, sir. 

Mr. Ho.irreitp. And you work as a group of 12, rather than being 
subdivided into individual areas? 

Mr. Jones. That is right. And we are all busy, rather than some- 
body working on air individually, who might not have a full assign- 
ment in that respect. 

Mr. Rorackx. Recommendation No. 17 was concerned with the sev- 
eral responsibilities, perhaps the limitations, of the civil agencies— 
CAB had certain Cel stitie Defense Air Transport Adminis- 
tration in the Department of Commerce had certain responsibilities. 

Now, is your testimony to the effect that you have redefined and 
reassigned responsibilities for those agencies in this area? 
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Mr. Price. Yes, sir. It is our responsibility, if I may put it this 
way, to see to it that the proper information is developed for the es- 
tablishment of the mobilization base, so far as both types of require- 
ments are concerned. ; 

Mr. Rosack. Well, have you formulated any policy, or have you 
directed any new assignment which bears upon the civil reserve air 
me Price. I think I will defer that question to Mr. Jones, but I 
believe in my testimony I mentioned that they are being developed, 
sir. - . ; ; 

Mr. Rovacx. You are not the activator of any new line of policy 
development in this field? _ 

Mr. Jones. Not necessarily—depending on what the demands for 
mobilization are, both the Department of Defense requirements and 
civilian requirements. 

Mr. Rozackx. What kind of instructions have you given to the De- 
fense Air Transport Administration, or will you give? 

Mr. Price. To provide us with their requirements, No. 1, to evaluate 
those. 

Mr. Ronack. Have you given them any assignment which they have 
not already possessed ? 

Mr. Jones. No,sir. Their assignment has not changed. 

Mr. Ronack. Has their staffing problem been changed since our 
last hearing, where they had rather limited facilities, manpower ? 

Mr. Jones. No, sir; it continues the same. 

Mr. Hortrrecp. Have they furnished you with their requirements? 

Mr. Price. Yes,sir. We have figures. 

Mr. Howtrtetp. Is that based on D-day mobilization—mobilization 
in time of an emergency ? 

Mr. Pricer. Yes, sir; we have those. 

Mr. Hotirrevp. Are those the figures you are studying? 

Mr. Price. Yes, sir. 

Mr. Howirretp. But you have not yet evolved any policy, or issued 
any directives ? 

Mr. Price. No, sir; no directives have been issued. 

Mr. Hortrretp. When did they furnish this material to you? 

Mr. Price. We are continuously getting material from the Depart- 
ment of Defense, sir. 

Mr. Horirretp. Now, you said you would issue new directives. 
What do you mean by that? 

Mr. Price. After an evaluation of all of the requirements, if there 
are any new directives that would be required, they would be issued. 

Mr. Rozack. In other words, you had a new reorganization, a new 
agency called OCDM was set up. All these powers, more or less, 
were functioning—this responsibility was functioning in ODM under 
Mr. Flemming. When you merged with the Civil Defense Agency, 
you reexamined the situation and are reissuing your orders, with 
possibly some changes, or no changes? 

Mr. Price. Yes, sir. 

Mr. Rreutman. Mr. Chairman, I wonder when we could expect 
that the study would be completed, and there would be recommen- 
dations forthcoming? 

Mr. Price. I would defer that to Mr. Jones. 
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Mr. Jones. Are you referring to 19 and 20 now, sir? 

Mr. Rieuiman. 17 and 18. 

Mr. Jones. Well, in regard to 17, we mentioned that we had 
strengthened our staff, and we had brought a transportation man ip 
to head up the staff. We have blended in the two organizations, the 
former Federal civil defense organization, and the ODM, into one 
transportation unit now—one for program planning and the other for 
the State and local guidance. And all of us within the organization 
are concerned with air transportation and surface transportation 
We have developed a closer coordination with the Department of 
Defense and with the other agencies of Government. They are doing 
in the other agencies of Government concerned with transportation— 
they are doing most of the planning, such as the Maritime Admin- 
istration, and DATA under the Department of Commerce. Maritime 
of course, is taking care of the water and port facilities. 

Mr. Rrenuman. Well, what about 18 ? 

Mr. Jones. Well, in 18, there has been a new policy for the activa- 
tion of CRAF. I think that was recited earlier this week by the 
Department of Defense. 

Mr. Hortrtetp. Yes, they told us there was a new policy, but we 
couldn’t find anything new about it. 

Mr. Morean. This is a proposed new policy, is it not? It is not 
finalized at this date? They are trying to work something out ? 

Mr. Jones. Yes. That was on the order of the Secretary of De- 
fense. That was the activation of CRAF under the Secretary of 
Defense, as No. 1, and No. 2, on the order of the Secretary of Defense, 
with the approval of a person designated by the President. 

Mr. Rogack. You are referring to the type of emergency under 
which CRAF would be activated. Will you explain to the commit- 
tee what the problem was in deciding between Presidential direction 
and the Secretary of Defense’s direction ? 

Mr. Jones. I think it was a problem within the Department of 
Defense. They wanted to, let’s say, make it more flexible. However, 
it, in effect, required the President to declare the emergency before 
the Secretary of Defense could activate CRAF by his declaration. 

Mr. Rozack. Were there legal problems involved? Perhaps the 
attorney, Mr. Kendall, could answer on that point? Was it a legal 
problem of an Executive order in a partial emergency ? 

Mr. Kenpauu. I was not aware there was a legal problem, sir. I 
don’t think there is. 

Mr. Ropack. Does any witness here know whether there was any 
concern in the OCDM as to whether mobilization would be done by 
order of the Secretary of Defense, rather than by some civilian au- 
thority, perhaps? 

Mr. Kenpaty. That would give concern as a general proposition. 

Mr. Ropack. Well, was this a matter of concern in the matter we 
are talking about? Are you acquainted with that particular problem! 

Mr. Kenpatx. I don’t remember a legal problem being raised. 

Mr. Rospack. You can conceive a legal problem in the sense that 
questions could be raised as to when is there an emergency, and what 
emergency powers become active, depending on what authority de- 
clares the emergency and how severe or extensive the requirements 
are. We are asking for information on what the problem was as be- 
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tween the Secretary of Defense and some other authority, presumably 
the President, declaring an emergency under which CRAF would be 
activated. 

Mr. Kenpaty. Well, I can only repeat that I don’t think there is a 
jegal problem. I don’t think the President would have to order the 
activation. : 

Mr. Ropack. You are saying off the cuff to us that you don’t know 
of any legal problem involved ¢ 

Mr. Kenpa. I don’t know that it is necessary for the President to 
act in order to activate it. My leaning at the moment is that it is 
not necessary. 

Mr. Rosack. If you consider that enlightening to the committee, we 
will accept it for what it is. 

Do you have any more information on the subject of Executive 
yersus Secretarial action ? 

Mr. Jones. No, sir. 

I could complete the answers to those—on 18. The contracts for 
signing the CRAF - 

Mr. Rosack. Do you participate in the question of the execution of 
these contracts, standby contracts ? 

Mr. Jones. No; but we have an opportunity to look at the contracts. 

Mr. Rozack. From the standpoint of whether it serves or conflicts 
with any mobilization requirement, is that the idea ? 

Mr. Price. Yes. 

Mr. Rosack. And how do these contracts strike you from the stand- 
paint of the mobilization responsibilities you have? Are they all 
night ? 

Mr. Jones. Yes, sir. 

Mr. Ropack. Are you in any position to facilitate the execution of 
the contracts, by way of being a friend in court ? 

Mr. Jones. No, sir; we don’t attempt to facilitate the signing of 
the contracts. That is, as far as we are concerned, a Department of 
Defense activity, and a relationship between them and the civil air 
carriers. 

Mr. Horirretp. But don’t you have a strong feeling in regard to 


any process by which mobilization could be made more efficient or 
more likely to be successful ? 


Mr. Jones. Yes, sir; very much so. 

Mr. Hoxtrretp. This committee has that concern. That is why we 
brought up the point of getting some of this preliminary quarreling 
done before the day of emergency arrives, so that there could be con- 
tractual relations between the carriers and the Department of Defense 
which would obviate any long-distance agreement or discussion at the 
time, and also we advocated a clarification of relations between the 
aircraft companies and their employees, so that we would know where 
we stood on a day of emergency. 

Mr, Jones. Well, I might say that we are aware of the relationships 
between the civil air carriers and the Department of Defense. We 
keep abreast of the developments, the contract developments, and if 
we think that they are lagging, we do give them a nudge in what we 
feel are the proper places. We are interested in getting them com- 
pleted, and signed up. 

_ Mr. Houirtevp. The Chair doesn’t want to be unduly critical, but 
In your testimony to date the only thing that stands on the record is 
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that you are interested in finding out about these things, and that 
you have raised your organization from 2 to 12. But you have not 
come up with any new directives, or taken any active part in obtaining 
the end result. 

Mr. Jones. Sir, I think we have in our day-to-day work. We are 
in constant touch with the Department of Defense and agencies that 
we work with in the mobilization planning. And this is a part of the 
mobilization planning program that we are responsible for. 

Mr. Houtrtevp. But aren’t you supposed to be initiating and taking 
the lead in formulating the mobilization planning, rather than just 
finding out about it from these different agencies that are doing these 
things? 

Mr. Jones. Yes; I believe we are taking the lead. 

Mr. Houirietp. Are you formulating any new policy / 

Mr. Jones. Well, the new policy on the activation of CRAF was 
formulated during this past year. 

Mr. Houirtetp. I know it, but not by your organization. 

Mr. Jones. Yes, sir; it was. 

Mr. Houtr1e.p. The new policy was 

Mr. Jones. Formulated between OCDM and the Department of 
Defense, that iscorrect. That is the activation of CRAF. 

Mr. Houirrevp. Activation ¢ 

Mr. Joneses. Yes, sir. 

Mr. Morcan. Have you prepared a national transportation plan 
yet ¢ 

Mr. Jones. Yes, sir; we have annex 34 as the designation for the 
national transportation plan. It is in the working draft stage now, 
which means that it has been completely approved by the Director of 
OCDM, and is now out to non-Government agencies and other asgo- 
ciations for approval and criticism from them. 

Mr. Morean. Mr. Chairman, I think the committee would be in- 
terested in receiving a copy of this transportation plan when it is in 
its final form. 

Mr. Jones. I should have had the forethought to bring up some 
copies. 

Mr. Houirtevp. You can submit it later. 

Mr. Morean. Not necessarily for the record, but for our enlight- 
enment. 

Mr. Rorack. The chairman is a little bit confused about the terms 
of this activation program that you have mentioned. Would you 
restate that for us? 

Mr. Jonrs. The new policy for activating CRAF is activating it 
inanemergency. What brings CRAF into being 

Mr. Ropack. Was there no statement of that before at all? Was 
that an undecided area? What wasthe problem ? 

Mr. Jonezs. I believe that, as I recall—and I am not sure of my facts 
here, because this was developed very near the time I came in Govern- 
ment. But, as I recall, it took a Presidential order to activate CRAF. 

Mr. Ropack. And 

Mr. Jones. And this makes it more flexible. The President declares 
an emergency, and the Secretary of Defense can activate CRAF on 
the declaration of the emergency. 
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Mr. Ropack. You mean the Secretary can act more quickly, or he 
might not necessarily give public notice by his kind of action, when 
an Executive order might? Were those considerations in this? 

Mr. Jones. I believe so; yes, sir. 

Mr. Rozackx. Has the OCDM, Mr. Kendall, ever made a study of the 
circumstances or the terms and conditions under which aircraft re- 
gources of the country could be utilized for defense purposes ? mh de 

Mr. Kenpati. A general study, you mean, of when such facilities 
are available ? 

Mr. Rosackx. What authorities are existent for this purpose ? 

Mr. Kenpatu. The existing authority is adequate to make aircraft, 
for instance, owned by U.S. citizens available to the defense program. 

Mr. Rosack. Has there been any recent study or reexamination of 
those legal or statutory authorities that we can have, that you know of ¢ 

Mr. Kenpauu. Well, they are reasonably clear. They are in the 
Defense Production Act. Preference may be required for defense 
utilization of any facility. Preference may be required for the per- 
formance of contracts for defense purposes. Facilities may be allo- 
cated to defense uses. It isnot an erudite matter. 

Mr. Rosack. In addition, there are some anterior authorities, are 
there not, residing in the Secretaries of the military departments? 

Mr. Kenpautu. Yes, yes, some of those with which I am not as 
familiar. But, generally speaking, in time of war the national de- 
fense has been recognized by the Congress as a primary call on 
facilities. 

Mr. Rosack. Well, under what statutory authority is CRAF 
activated ? 

Mr. Kenpaty. Well, CRAF would be activated—and this is a mat- 
ter of Defense Department authority—it would be activated on the 
basis of the authority of the Defense Department to make contracts 
of this sort for services. These are advance contracts under which 
payment is made for services rendered. 

r. Rosack. In other words, this is merely an extension or an attri- 
bute of the general or specific contracting powers of the military 
departments; is that right ? 

Mr. Kenvatu. That is correct. 

Mr. Ronack. And under that circumstance, it would not require 
formal action by the Chief Executive to get the contracting authority 
to require performance under the contract ? 

Mr. Kenpatu. That is the reasoning from which I earlier told you 
J didn’t think it was necessary for the President to do that. 

Mr. Rorsack. At least we are getting a little bit enlightened here. 
So that under that construction, there is no specific kind of statutory 
authority with regard to the coming into being of emergencies? None 
of that is applicable ? 

Mr. Kenpauu. That is right—unless the contract itself should be 
so limited. 

Mr. Rosack. I wanted to ask a question about the Department of 
Commerce study. Perhaps Mr. Riehlman, in asking about the 
studies, would be interested in this. We had made a recommendation 
with regard to an updating of the ACC study, and the testimony of 
Mr. Price was that the Secretary of Commerce, or, should we say, the 
Acting Secretary of Commerce, is in the process of making a study. 

415015912 
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But that study was in process for some time, was it not, Mr. Price? 
I mean that is nothing new. 

Mr. Price. That study has been going on for some time, if I recall, 

Mr. Jones. May I answer that? 

Mr. Ropwack. Yes, please. 

Mr. Jones. You recall the President recommended that study in his 
last budget message, and back in 1953, I believe it was, there was a 
special committee appointed, a President’s Cabinet Committee on 
Transportation. They came up with their recommendations about 3 
years ago. The fact that it was lodged in the Department of Com- 
merce to, let’s say, supervise the study, was the precedent for lodging 
this particular study again in the Department of Commerce. But 
this is supposed to be a new study, and not a continuation of the old 
one, as I understand it. 

Mr. Rosack. Well, the new study growing out of this recom- 
mendation ? 


Mr. Jones. Out of the recommendation in the President’s budget; 
yes, sir. 


Mr. Morcan. This is not an air policy study. This is a transporta- 
tion study. 


Mr. Jonzs. This is a transportation study including land and air 
and water. 

Mr. Rozack. Well, we want to be sure as to what is involved, because 
the Department of Commerce does not contain within it the air agency, 
but contains within it the railroad and possibly maritime—of course, 
the railroad regulation is in the Interstate Commerce Commission. 
But at any rate, the Department of Commerce would not be expected 
to make the kind of review of air policy that the Air Coordinating 
Committee would be expected to make. I mean that is a different 
type of problem altogether. So in responding to the recommendation 
that there be an updating of the Air Coordinating Committee report, 
or building on that foundation, seeing whether. the recommendations 
are still valid, this is not the kind of thing you would expect from the 
Department of Commerce. It is more railminded and seaminded than 
itis airminded. Ithink that would bea fair statement. 

Mr. Jones. Yes; but before these words were put in the statement, 
we checked the scope of their study, and they told us that air would be 
included in as part of their study, in addition to rail, highway, and 
water. 

Mr. Moreavn. Is this a policy study, or is this a study of the ade- 
quacy of transportation ? 

Mr. Jones. I understand that it is primarily a policy study, with 
adequacy as a byproduct, let’s say. 

Mr. Morean. Mr. Jones, has your organization identified any weak 
segments of the transport industry at this point ? 

Mr. Price. The total transport industry ? 

Mr. Morcaan. Yes, sir. Or I will limit it to the air transport. 

Mr. Jones. Well, yes. I think there are weaknesses in organiza- 
tion, in getting the job done, I think, because 

Mr. Morean. By organization, you are speaking of personnel 

Mr. Jones. I am thinking of personnel, and I am thinking of organ- 
izing our programs—the CRAF program, the National Emergency 
Defense Airlift program, and the War Air Service Pattern. All 
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three programs, let’s say, have a relation to each other. And the 
CRAF program, let’s say, is well on its way, with the contracts drawn 
up, and they are in the process of being signed by some carriers. 
ese other programs are still to be accomplished. As far as the 
hilosophy and the theory of the program, that has all been expressed 
ere, and it is in other publications. But it is not a reality yet, because 
there are a lot of things to be done on it. Now, there may be enough 
plans to satisfy the program, but the program itself is not resolved 
completely. 

Mr. Morcan. Have you heard of a shortage of cargo airlift in 
ORAF ? 

Mr. Jones. That is one of the outstanding deficiencies in CRAF. 
We know that. 

Mr. Morcan. Have you proposed any recommendations to the 
President or to Congress for resolving this shortage ? 

Mr. Jones. No, sir; we have not. 

Mr. Morcan. Well, I quote you, Mr. Jones, in a statement you 
made before the Industrial College of the Armed Forces, on February 
11 of this year: 

Once we have identified and substantiated our need to overcome a weak 
segment of the transport industry, we will be in a position to propose rec- 
ommendations to the President or the Congress, or to take actions within the 
powers and responsibilities given us which will act to overcome those weaknesses, 

Now, you know of no action taken that was initiated by your 
agency to overcome this weakness? 

Mr. Jones. We have not initiated any action as yet. 

Mr. Moraan. Do you feel it necessary for your agency to initiate 
any action ? 

Mr. Jones. I think we should. 

Mr. Morcan. Do you contemplate initiating any action ? 

Mr. JonEs. Yes; when our CRAF program is fully resolved on the 
types of equipment. 

Mr. Morcan. Well, they have on paper a CRAF program extend- 
ing through 1961. 

Mr. Jones. Yes, sir. 

Mr. Morcan. What further information do you need before you 
have all the information necessary to make recommendations ? 

Mr. Jones. A more thorough study, I think, on our part, to make 
ourselves completely aware of what our recommendations should be. 

Mr. Ropack. May I inquire whether you are experiencing the con- 
dition that the mobilization funetions which the OCDM used to carry 
on are being kind of smothered by the civil defense functions? Is 
that a handicap? 

Mr. Price. No, sir; definitely it is not, no, sir. 

Mr. Morean. Do you work closely with the Joint Chiefs of Staff 
on the allocation of transportation capability in time of emergency ? 

Mr. Jones. Yes, sir. 

Mr. Morean. Are you working with the Joint Chiefs of Staff 
on this problem of cargo airlift shortage ? 

Mr. Jones. That has not been a recent subject with them. We 
are working closely with them on a number of other subjects right 
now. 
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Mr. Morean. Do you have access to their wartime requirements 
and the formulation of those requirements? 

Mr. Jones. They place their requirements on us. 

Mr. Morcan. They give you the requirements. But do you have 
access to the information on which those requirements are based? 
Or do you merely accept the requirements placed on you? 

Mr. Jones. We check their requirements with their strategic plan 
to see if it is consistent with them. 

Mr. Morean. Do you have access to their requirements for MATS 
as well as for CRAF, or do you merely know of the requirements 
that they have left after they fill that portion with MATS capability? 

Mr. Jones. We have knowledge of their CRAF requirements, and 
we check that with their strategic plan, add our civilian requirements 
with them to make our basis for our determination. 

Mr. Morean. Do you have knowledge of MATS capability that 
is allocated toward the total requirement ? 

Mr. Jones. No; we do not. 

Mr. Hourrretp. Thank you very much, gentlemen, for your testi- 
mony today. 

Mr. Price. Thank you. 

Mr. Houirte.tp. The subcommittee will stand adjourned. 

(Whereupon, at 4 p.m., the subcommittee recessed to reconvene 
at 10 a.m., Thursday, May 14, 1959.) 
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(Executive Action in Response to Committee Recommendations) 


THURSDAY, MAY 14, 1959 


THousr oF REPRESENTATIVES, 
SUBCOMMITTEE ON MILrrary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 
1501-B, New House Office Building, Hon. Chet Holifield (chairman 
of the subcommittee) presiding. 

Present: Representatives Holifield, Riehlman, and Holt. 

Also present: Herbert Roback, staff administrator; Earl Morgan, 
chief investigator; and Paul Ridgely and Robert McElroy, of the 
subcommittee staif. 

Mr. Houtrre.p. The subcommittee will be in order. 

In House Report No. 2011, 85th Congress, 2d session entitled, 
“Military Air Transportation,” we wrote as follows, at page 11: 

Subsequent to the subcommittee’s investigations and hearings, the Comp- 
troller General advised Chairman Holifield that the General Accounting Office 


had started a long-range audit program of MATS, including a review and 
evaluation of management and operations under the industrial-fund concept. 


Accordingly, we said in recommendation No. 21: 


The Comptroller General should submit to the subcommittee, as soon as 
possible, a preliminary report of its progress in the audit program, noting any 
matters which warrant further congressional attention and investigation. Addi- 
tional reports on the audit program should be submitted by the Comptroller 
General to the subcommittee as these reports are completed. 


The subcommittee received comments on its reports from the Comp- 
troller General under date of July 14, 1958, and these will be inserted 
in the record. 


(The comments referred to are as follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 14, 1958. 
Hon. CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, House of Representatives. 


Dear Mr. CHAIRMAN: This is in reply to your letter of June 27, 1958, request- 
ing Our comments on the matters set forth in House Report 2011, Military Air 
ommereation, particularly those of interest or concern to the General Account- 
ing Office. 

The report adequately states our evaluation of the use of the industrial fund 
technique in Government departments and agencies in areas already examined 
by us. With regard to the Military Air Transport Service (MATS) industrial 
fund which was installed July 1, 1958, we do not intend to make a review of the 
fnancing and accounting performed under this technique until some experience 
is gained by the Air Force. 
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Our review programs are presently in the development stage. For this reagop 
we are not in a position at this time to offer comments on any matters which 
may warrant further congressional attention and investigation. 

Relative to recommendation No. 21, our long-range audit objectives are stateq 


— 


in our letter dated May 7, 1958, which is quoted in pertinent part on page 109 
of the report. Our approach to the long-range audit will be limited at this time 
to a review of the airlift operations at various levels of command. We will ip. 
clude a review of the Air Force planning documents which authorize the re. 
sources to be used in these operations and which control MATS capability, 
Performance of the actual airlift operations at selected bases will be reviewed 
and evaluated in relation to the resources and capability as well as for their 
general effectiveness and efficiency. In addition, we will include a review of air- 
craft maintenance to determine its effect on the airlift operations. The fune- 
tion of allocation and procurement of commercial airlift for both passengers and 
cargo will also be reviewed. 

Our program provides for the issuance of reports to the Congress and the 
agency as segments of the program are completed. 

The committee report will be extremely helpful to us in performing our re. 
views and evaluation of the operations of MATS. The interests of the com- 
mittee will be given every consideration in our program. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States, 

Mr. Hortrtevp. Today, we will hear from the General Accounting 
Office a report on the status of their audit program and other mat- 
ters of interest to the subcommittee. The General Accounting Office 
will be represented by William J. Wilson, Assistant Director of the 
Defense Accounting and Auditing Division, accompanied by his as- 
sociates. 

Gentlemen, we are pleased to have you here this morning before 
the subcommittee. Mr. Wilson, I see that you have a prepared state- 
ment. You may proceed to give it to the committee. 


STATEMENT OF WILLIAM J. WILSON, ASSISTANT DIRECTOR, 
DEFENSE ACCOUNTING AND AUDITING DIVISION, GENERAL 
ACCOUNTING OFFICE; ACCOMPANIED BY JOHN G. QUINN, DE- 
FENSE ACCOUNTING AND AUDITING DIVISION; MARSHALL H. 
LYNN, OFFICE OF THE GENERAL COUNSEL; AND CHARLES E. 
ECKERT, OFFICE OF LEGISLATIVE LIAISON 


Mr. Wuson. Thank you, sir. 

Mr. Chairman and members of the subcommittee, we appreciate the 
opportunity of appearing before you to discuss the status of our work 
and plans for future work in the Military Air Transport Service. 

As the committee is aware, we have had the operations of MATS 
under review for some time and have had numerous discussions with 
the subcommittee staff on various matters in this general area, We 
have been asked to discuss the progress of our audit activities in 
MATS and our plans for continuing review of activities in the mili- 
tary air transportation field; specific investigative work for oe 
sional committees; our actions with respect to protests of awards to 
contracts by MATS for the procurement of commercial airlift serv- 
ices; and our comments with respect to pending legislation concern- 
ing the procurement by MATS of commercial services. 
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PROGRESS OF AUDIT ACTIVITY IN MATS 


Since the subcommittee’s hearings last year, we have conducted a 
series of surveys and reviews of the airlift activities of MATS as the 
pasis for our evaluation of the effectiveness and efficiency of the 
MATS airlift operation. Our development has not progressed to the 
point that we are prepared to report on any matters warranting con- 

ssional attention or investigation. We believe that sufficient work 
will have been completed to issue our first report on MATS in this 
calendar year. 

Initially, we made brief surveys at Eastern Transport Air Force, 
then Atlantic Division, and at Headquarters MATS. We also visited 
the Directorate of Transportation, Air Materiel Command, Dayton, 
Ohio, and the executive offices in New York, and the airport facil- 
ities at Idlewild of Pan American World Airways, Trans World Air- 
lines, and Seaboard & Western Airlines. 

We have gone into three different MATS operating installations: 

Dover Air Force Base, principally cargo operations. 
McGuire Air Force Base, principally passenger operations. 
Donaldson Air Force Base, principally troop carrier operations. 

Concurrently with our work at operating installations, additional 
work was done at Headquarters MATS, Scott Air Force Base, and at 
the Eastern Transport Air Force at McGuire Air Force Base. The 
work at these two headquarters has been related to the work at the 
operating installations. 

Pertinent aspects of our fieldwork are being further developed at 
Headquarters USAF, particularly our work on flying-hour programs, 
provisions for staffing of required maintenance, and the determina- 
tion of passenger and cargo requirements by the military departments. 

Our review of MATS operations has included but has not been 
limited to the following: 

1. The actual flying-hour programs placed on operating activities 
in relation to the schedule airlift and military training requirements 
of those activities. 

2. The authorization and utilization of aircraft and aircrews pro- 
vided to MATS organizations. 

3. The effectiveness of logistical support in MATS activities in- 
cluding the manning of maintenance activities and the supply support 
of this activity. This includes the use of commercial contractors for 
normal maintenance of MATS aircraft. 

4, The utilization of MATS and commercial aircraft in relation to 
the planned and actual user requirements. This includes the pro- 
cedures for allocation between military and civilian carriers, the pro- 
curement of commercial carriers. 

5. The policies and status of the Civil Reserve Air Fleet (CRAF) 
program, the status of modifications required, and the prepositioning 
of spare parts and supplies necessary to the full effectiveness of the 
program. 

We are extending our review of MATS operations on the basis of 
the survey and fieldwork done to date by additional work at other 
MATS installations in the United States and by selected tests at 
several oversea operating points. 
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We intend to develop more fully our analysis of the peacetime re. 
quirements for common user and specialized airlift in the Depart. 
ment of Defense. We also plan to review any shifts in requirements 
which have occurred since the establishment of MATS as the single- 
service manager for oversea airlift, and determine the reasons therefor, 

We will continue our review of the organization, programing, and 
controls employed by MATS to accomplish the required airlift. 

Our reviews will include further examination of the resources pro- 
vided by the Air Force to accomplish these programs, including the 
resources available under the CRAF program, the present and planned 
military aircraft equipment and manpower, and the adequacy of sup- 
ply and maintenance support provided to MATS by other elements 
of the Air Force, particularly by the Air Materiel Command. 

We will review utilization of these resources in MATS common 
carrier, special mission, and specialized operations, and the allocation 
and procurement of commercial carrier augmentation in MATS 
operations. 

We will include in our examination the financial operations and 
accounting performed under the industrial fund for accuracy and 
reasonableness of the results in relation to the control of airlift opera- 
tions of MATS and its effect on the activities of users. 


SPECIFIC INVESTIGATIVE WORK FOR CONGRESSIONAL COMMITTEES 


Three investigations requested by congressional committees were 
conducted at McChord, Charleston, and Donaldson Air Force Bases 
concerning the termination of civilian employees and the use of com- 
mercial contractors for the performance of normal aircraft mainte- 
nance in MATS activities. 

Generally, we found that the terminations were the result of directed 
reductions in force of wage board civilian employees which were con- 
centrated in the maintenance activity. In view of increasing mainte 
nance requirements and the reduction in authorized maintenance per- 
sonnel, MATS utilized, or planned to utilize, commercial contractors 
at increased costs of from 30 to 40 percent. 

Mr. Hotirretp. Who directed that reduction, Mr. Wilson? 

Mr. Witson. The reduction was directed, sir, by the Air Force 
Headquarters, in a general reduction-in-force program. Air Force 
Headquarters did not, however, specify the actual positions to be 
eliminated, but required a reduction in the wage board workers. 

Mr. Houtrteitp. Was that their policy initiated by them, or a cur- 
tailment of funds by the Congress for that purpose ? 

Mr. Wisson. I think it was in connection with a general Defense- 
wide curtailment. It was the personnel ceilings that came down in 
the planning process in the implementation of the budget. 

Mr. Ho.irretp. Who set those personnel ceilings? Was that in 
congressional legislation ? 

Mr. Witson. The overall ceiling would have been set in a very 
general sense. But the Department of Defense issued a statement 
that the spaces would be reduced in certain percentages. In turn, the 
Air Force directed each of its major commands to make certain re- 
ductions. Headquarters MATS then directed certain bases to reduce 
their spaces. The management at the base, in turn, selected the par- 
ticular spaces to be dropped in the manpower reduction. 
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Mr. Howtrterp. So the result was that civilian employees of the 
Defense Department were discharged, and the work was contracted 
out at a 30- to 40-percent increase to the Government ? 

Mr. Wiutson. That is right. 

Mr. Hourrrerp. Did that involve the same amount of work, or was 
the workload generally increasing? 

Mr. Witson. In the same workload. In the three instances we 
looked at, there was between 30- and 40-percent increase in the direct 
charges on the same work. 

Mr. Hottrretp. So if this was a movement on the basis of economy, 
it didn’t accomplish its purpose, did it? 

Mr. Witson. In our opinion, it did not. 

Mr. Rrensuman. Did I understand, Mr. Chairman, that this was 
true in all three bases that you held an investigation of their activities ? 

Mr. Wirson. Yes, sir. 

Mr. RreutMan. How many employees were involved in it? Do you 
have any idea? 

Mr. Wirson. I have the actual reports here. I can give it to you. 

At the Donaldson Air Force Base—let me take the other two first. 

At Charleston Air Force Base there were 59 wage board employees 
affected. 

Mr. Rrentman. Fifty-nine? 

Mr. Witson. Fifty-nine; yes, sir. At McChord, there were 75. At 
Donaldson, the r.i.f. notices, the reduction-in-force notices, had been 
issued, but at the time of our review there had actually been no people 
discharged. They planned to discharge them. 

Mr. Rrenrman. At that time they were not contracting out their 
maintenance work? 

Mr. Wirison. They had at that point not issued the actual call for 
the contract, but had been directed by Headquarters MATS to do so, 
and had been supplied funds for the contract. 

Mr. RreuitmMan. Well, the result would be the same if carried out. 

Mr. Hotrretp. How many employees were involved at Donaldson ? 
Do you have that? 

Mr. Wirson. There were 35 employees involved at Donaldson, sir. 

Mr. Houtrtritp. And while they had not ceased work, they had been 
given their notices, and money had been supplied to the facility to 
make their commercial contracts ? 

Mr. Wrison. That is correct. 

Mr. Hortrrerp. And the amount of the commercial contracts was 
known ? 

Mr. Wrirson. It had not yet been negotiated. There was an esti- 
mated price. 

Mr. Hortrrevp. Including that in your three, the estimated price was 
where you got your differential on that one base, but actual prices on 
the others ? 

Mr. Wrison. That is right, sir. 

Mr. Horrrerp. Allright. You may proceed. 

Mr. Wrrson. Asa result of our investigations, Headquarters USAF 
directed MATS to hold in abeyance any new contracts for commercial 

maintenance and that MATS conduct a commandwide study of 
maintenance manpower needs. As a result, MATS estimated that 
377 spaces would be required to replace current commercial contracts 
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to be terminated, and an additional 896 spaces would be required to 
satisfy programed maintenance needs, a total of 1,273 spaces. The 
savings on canceled maintenance contracts was estimated by MATS 
to be approximately $762,000. 

Mr. Houirrevp. These were contracts actually canceled ? 

Mr. Witson. These were contracts in force that have been allowed 
to expire and not renewed. Contracts directed to be canceled or con. 
tracts contemplated that have not been entered into. 

The contracts reviewed at Charleston Air Force Base and McChord 
Air Force Base have expired and will not be renewed. We intend to 
determine the causes of the imbalance between the maintenance map- 
power provided by the Air Force and the estimated needs of the 
MATS operation. 


PROTESTS CONCERNING MATS PROCUREMENTS OF COMMERCIAL AIRLIFT 
SERVICES 


Apart from our audit and investigative activities with respect to the 
MATS operations, our attention has been directed to the activities of 
that agency by several protests filed by bidders in connection with two 
advertised procurements of commercial air transportation services 
during the past year. 

The first was an invitation for bids—No. 11-626—59-3-CAB to be 
opened on September 4, 1958, for certain items of passenger and cargo 
transportation services to be performed during the year beginning 
October 1, 1958. Four of the items included were set aside for award 
to small business concerns, and protests resulted from the rejection of 
certain low bids submitted by companies claiming that status. One 
protest also involved a complaint that award had been made to a 
bidder which was alleged not to be entitled to be considered small 
business. That question was referred to the Small Business Admin- 
istration, and resulted in a determination by the Administrator that 
the bidder in question was, as of the date of bidding, a small business 
within the meaning of the Small Business Act. 

Investigation of the rejection of two other low bids disclosed that 
rejections had been made on grounds of lack of capacity of credit with- 
out referral to the Small Business Administration as required by 
pertinent law and regulations, and that a certificate of urgency—per- 
mitted as an alternative to such referral—had been predated by the 
contracting officer and not in fact executed until after the award which 
it was supposed to authorize. The Department of the Air Force 
was advised that concurrence by our office in the validity of the awards 
made would depend upon determinations by the Small Business Ad- 
ministration as to whether it would have granted certificates of com- 

etency to the rejected bidders if the question of their competency had 
Shen referred to it in accordance with regulations. Upon receipt of 
reports from the Small Business Administration, awards of two of 
the items were directed to be canceled. 

Copies of the decisions in those instances, B-137471, October 22, 
1958; B-137482, October 22, 1958; and B-137871, B-137482, December 
9, 1958, have been furnished to the subcommittee staff. 

On March 9, 1959, MATS solicited, by telegraphic notice to holders 
of call-type contracts entered into with a number of commercial lines, 


— 









































que 
qui 
the 


car 
set 
lis 

Ai 
ow 
fol 
mé 
su 


an 


ired to 
: The 
MATS 


llowed 


IT Con- 


Chord 
end to 
> man- 
of the 


RLIFT 


to the 
‘les of 
h two 
T'Vices 


to be 
cargo 
nning 
Lward 
ion of 

One 
to a 
small 
lmin- 
* that 
sIness 


| that 
with- 
d by 
~per- 
y the 
vhich 
‘orce 
yards 
, Ad- 
com- 
had 
ot of 
0 of 


r 22, 


nber 


ders 
ines, 


Sr 


MILITARY AIR TRANSPORTATION 181 


quotations for 15 items of supplemental transportation services re- 


quired in the months of April, May, and June, 1959. As a result of 
the set-aside of certain of these items for small business, a protest was 
received against the smal] business set-aside of a single transpacific 
cargo item. ‘This protest raised questions as to the propriety of the 
set-aside action under the applicable regulations of the Defense Estab- 
lishment. After consideration of a report from the Secretary of the 
Air Force, which we supplemented by examination by personnel of 
our office of the pertinent records of MATS at Scott Field, Ill., we 
found the protest to be without merit. A copy of our decision in the 
matter, B-139037, May 6, 1959, has been furnished the staff of this 
subcommittee. 

Another protest directed to the same solicitation has been received 
and is still under consideration. The basis for this protest is the con- 
tention that under the language of section 634 of the Defense Appro- 
priation Act, 1959, commercial airlift services must be obtained only 
from carriers certificated by the Civil Aeronautics Board, as distin- 
guished from supplemental carriers. This protest tends to confirm 
the necessity for precise and unambiguous wording of any legislative 
enactments attempting to control the Government’s utilization of 
commercial airlift services—a necessity also pointed up by the difficul- 
ties encountered with the Defense Establishment’s interpretations of 
the 40-20 formula embodied in the Senate Appropriations Committee 
report on the 1958 defense appropriation bill, as recounted in this 
committee’s report of June 26, 1958, on military air transportation. 


LEGISLATIVE RECOMMENDATIONS 


At the request of the chairman of the House Committee on Inter- 
state and Foreign Commerce, the Comptroller General, under date of 
May 9, 1959, reported to that committee his views and comments on 
H.R. 5265, sometimes referred to as the Younger bill, which would re- 
quire at least 50 percent of the Government’s air transportation re- 
quirements to be performed by commercial air carriers. With the con- 
sent of the chairman of that committee, there has been furnished to 
this committee a copy of the Comptroller General’s report. 

In this report, the Comptroller Generel pointed out several respects 
in which the bill as introduced was so lacking in definiteness as to 
make it extremely difficult, if not impossible, to carry out the method 
of enforcement proposed. As written, this bill would authorize the 
Comptroller General to disallow credit for disbursements for the costs 
of transportation by Government-operated aircraft in excess of the 
50-percent limit. The nature of these deficiencies, with suggested 
modifications, is stated in the report as follows: 

The provision that “interstate, oversea, foreign, and other air transportation 
be computed separately” should, in our opinion, be clarified so as to clearly 
define whether it is intended that the 50-percent division in each of these cate- 
gories shall include (1) all cargo and passenger movements of the Department of 
Defense; (2) troop carrier and special mission airlift in support of military 
operations, such as that provided by Navy to support fleet operations; (3) 
training activities of the military Air Transport Service not related to scheduled 
cargo or passenger movements, but included in the Military Air Transport Serv- 


ice industrial fund; (4) movements of military or other authorized personnel 
on a space-available basis; and (5) mail. 
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In addition, a problem would exist as to the measure of time to be applied tp 
the requirement for 50-percent allocation; i.e., whether it would be for a day, 
week, month, or year. We believe that the separate identification of the types 
of movements and types of cargo or passengers for the purpose of applying the 
50-percent division would be extremely difficult if not impossible. 

After reviewing several of the devices which have been proposed to 
assure increased procurement of commercial airlift services by MATS, 
as outlined in this committee’s June 1958 report, the Comptroller Gep. 
eral concluded : 

In view of the administrative difficulties involved in the proposal, and fhe 
limitations on the audit of expenditures after the fact, as a means of controlling 
the operation, we believe that the most practical means of accomplishing the 
apparent basic objectives of the bill would be to establish the dollar value of the 
desired division of airlift between Government (by agency or department) anq 
commercial carriers and to provide appropriate language in the agency or 
department appropriation acts to assure an annual use of commercial airlift ip 
these amounts. 

This bill is the only pending legislative proposal directly affecting 
MATS on which our comments have been requested. 

Our attention has, however, been directed to a proposed “Statement 
of General Policy on Rates for Military Traffic” issued by the Civil 
Aeronautics Board on March 10, 1959, and proposed to become effective 
on July 1, 1959. While this statement would not have the effect of law, 
or even of an affirmative and enforcible regulation of the Board, it 
would, to the extent it might be followed by the industry and accepted 
by the Defense Department, have a definite effect upon the MATS 
operations. Objections to the proposal, on differing grounds, have 
been expressed by the Department of Defense and by different seg- 
ments of the air carrier industry. We are engaged in a study of the 
proposal, but are not prepared to make any recommendation either in 
favor of or against it. 

Mr. Houiriecp. Thank you, Mr. Wilson. 

Mr. Roback ¢ 

Mr. Rosack. Mr. Wilson, on that last point, what is your under- 
standing of the statement of policy on rates ? 

Mr. Winson. Could I refer that to Mr. Lynn, sir, of the General 
Counsel’s Office ¢ 

Mr. Rozack. What is the sense of the policy statement ? 

Mr. Lynn. In substance, the position of the Board is that there is 
too much cutthroat competition for this military business, and they 
propose to state what they consider a minimum price at which con- 
tracts should be made by the supplemental carriers. They also pro- 
pose, I believe, that, well, it amounts in substance to a proposal that 
all passenger traffic between points which are served by regular sched- 
uled airlines should go on those airlines. 

Mr. Rosacx. Now, you say that this is not—it does not have the 
force or effect of a law or regulation ? 

Mr. Lynn. No. The Board admits in the proposal that it is not 
a thing that they have the power to impose as an affirmative—— 

Mr. Ropack. Do they have legal statutory authority to promulgate 
minimum rates? 

Mr. Lynn. For the certificated carriers on regular schedules they 
do. But this is outside of that. 
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Mr. Rozackx. What kind of problem would be presented to the Gen- 
eral Accounting Office, conceivably, if the Civil Aeronautics Board 

romulgated certain minimum rates, and the Department of Defense 
ignored, as it seems to be disposed to do, any such statement or policy 
or promulgation, and buys at a different rate? The CAB could then 
exercise disciplinary authority over the carrier if it asserts jurisdic- 
tion. What kind of problem, then, would be presented to the General 
Accounting Office ? 

Mr. Lynn. At that point it seems to me the problem would be 
whether the Board has authority to undertake any disciplinary action. 

Mr. Rosack. You see, the reason I ask the question is that at some 

int a question will be presented whether more or less Government 
funds will be expended for contracts with specific carriers. 

Mr. Lynn. If the matter came up as a question of whether or not 
the contract made by the military agency with a carrier for a specific 
item of transportation was valid, that would involve, I suppose, a ques- 
tion of whether or not it was invalid or could be affected by this regu- 
lation or proposal or statement of the CAB. In other words, if the 
carriers were willing to bid below those rates recommended by CAB, 
and MATS awarded the contract at a lower rate, would that be a valid 
contract? Wecould have a question of that kind. 

Mr. Rorack. You made a reference to the Younger bill. A _ pro- 
posed statement of congressional policy formulated by the CAB and 
introduced by Senator Magnuson was called to the attention of the 
committee. Are you aware of that proposed legislation ? 

Mr. Lynn. I don’t believe I have seen that. 

Mr. Rosack. Which calls for preferential use of civil carriers. 

Mr. Lynn. I am not familiar with it. 

Mr. Rosack. The conclusion by the Comptroller General with re- 
gard to the specification of dollar amounts for commercial airlift 
procurement was in line generally with what this committee had stated 
in its report, was it not? 

Mr. Lynn. I believe so. 

Mr. Rosack. In your study of the Small Business Administration 
problem that is involved here, namely, the set-aside, will you inform 
the committee what the Comptroller General’s ruling has been in 
cases where the issue is presented, whether you can pay more for a small 
business procurement than you would if that issue were absent ? 

Mr. Lynn. I think the question first came up even before the Small 
Business Act itself was passed. At that time, there was a decision 
that if an agency had authority to negotiate a contract, it could, in 
line with the policy declared by the original statute, negotiate with 
small business concerns, but that in the absence of negotiating author- 
ity, there was no basis on which they could properly award a contract 
toa small business bidder at a higher price than somebody else had bid. 

Mr. Rorack. That is to say, the question whether you could pay 
more than a low bid to a small business bidder depended on whether 
you are relieved of the statutory obligation of formal competitive 
advertised bidding? Is that the issue? 

Mr. Lynn. That is correct. 
ae cK. What has developed subsequent to that original formu- 

ation 
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Mr. Lynn. Well, of course, when the Small Business Act was passeq 
and made specific, the authority of the Administrator and the pro. 
curing agencies to make definite set-asides for small business exely. 
sively, we, of course, accepted that. But I think our basic theory jg 
still that that is in effect a means of negotiation. In other words, 
it is within one of the exceptions authorizing negotiation in the Armed 
Services Procurement Act, where there is a reference to “any other 
provision of law.” We consider this is one of the other provisions 
of law. 

Mr. Rosack. Is it the case, and is it your understanding, that all 
small business set-asides are negotiated procurements? 

Mr. Lynn. I think fundamentally we have come back to that con- 
clusion. 

Mr. Ho.trretp. May I ask there, how can you come to that con- 
clusion when there may be a multiple group competing for that small 
business set-aside, and competitive bidding actually takes place within 
the orbit of the set-aside ? 

Mr. Lynn. Well, that we call restrictive competitive bidding, And 
the same rules are applied as if it were open competitive bidding, 
But because it is restricted to particular bidders, we consider that we 
can call it, in a sense, negotiation. At least, it is not wide-open com- 
petitive bidding. It is just a matter of definition of terms. 

Mr. Hottrtevp. The set-aside is not subject to actual competitive 
bidding from the whole strata of the service group that seeks to 
obtain a contract ? 

Mr. Lynn. No; it is restricted to a small segment. 

Mr. Rosack. Does it follow that once you have come to the basic 
decision that this is negotiated, it doesn’t make any difference whether 
it is a complete or partial set-aside? That is an administrative de- 
termination ? 

Mr. Lynn. Yes. 

Mr. Rosack. There is no issue of whether there is an allowable 
price to be paid presented to the General Accounting Office? 

Mr. Lynn. No; except as it may be set forth in a particular invi- 
tation. 

Mr. Houirtevp. All right, gentlemen. That concludes our question- 
ing. Thank you very much for your appearance here this morning 
and your testimony. 

Mr. Witson. Thank you, sir. 

Mr. Chairman, would the committee like to have us leave with the 
staff copies of the investigative reports? 

Mr. Ho.irrerp. Yes; we would like to have that. Thank you. 

Mr. Wuson. We will doso. 

Mr. Hotirrerp. I should have asked you if you had any further 
documents to file. Thank you very much. 

(The reports referred to were furnished and are being retained in 
the subcommittee files.) 

Mr. Hotirrexp. Is there a representative here this morning of the 
Small Business Administration ? 
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STATEMENT OF DONALD A. HIPKINS, DEPUTY ADMINISTRATOR 
FOR PROCUREMENT AND TECHNICAL ASSISTANCE, SMALL BUSI- 
NESS ADMINISTRATION; ACCOMPANIED BY JULES ABELS, ECO- 
NOMIC ADVISER TO THE ADMINISTRATOR; AND ROSS DAVIS, 
ASSISTANT GENERAL COUNSEL 


Mr. Hiexrins. Yes, sir. 

Mr. Hottrretp. Do you have a prepared statement ? 

Mr. Hiexrns. No, sir; I do not. I was asked to come to answer 
some questions concerning the set-aside program with MATS, and I 
shall do so to the best of my ability. With the chairman’s permission, 
one of these other two gentlemen may answer some of the questions, 
depending upon the nature of the question. 

Mr. Houtrrecp. Will you please identify your associates to the 


rter? 

ate Hrextns. I have given them to him in writing, sir. 

Mr. Houtrrrevp. All right. 

Mr. Roback ? 

Mr. Rozack. I thought, Mr. Chairman, in view of the fact that the 
small business set t-aside program has become important in MATS 
procurement, we ought to get some information from the Small Busi- 
ness Administr ation. 

Can you tell us briefly the participation of your agency in this pro- 
gram, the kinds of problems that have been presented with regard to 
size criteria, and the decisions which you have made in that respect. 

Mr. Hiexrns. Well, I would like, if I may, to review the program 
this year, which is the first year that we have gotten into that area 
with MATS. 

During the early part of the fiscal year, prior to the time that the 
Small Business Administration established a program with MATS, 
contracts were awarded, and unilateral set-asides were made by MATS, 
without our intervention. This was prior to the time that we estab- 
lished a program with them ; $31,789,000 worth of contracts were let 
to large business and $10, 742.853 to ‘small business—a total of $42,- 
531,853. And small business got 

Mr. Rreuiman. What was the first figure ? 

Mr. Hiexrns. $31,789,000. And $10,742,853 was set aside for small 
business. Contracts were awarded as a result of the unilateral set- 
aside. That is a total of $42,531,853, and the small business share rep- 
resented 25 percent of that. 

Now, subsequently, in the case of the so-called call- or emergency- 
type contracts—now, I might say that that first group of contracts 
are in the area of so-called fixed- -price term contracts that are for a 
period, an extended period, maybe a year, 6 months, or something of 
that sort. The next group of contracts are in the area of call- or 
emergency -ty pe contracts, and cover both personnel and freight. 

Now, those contracts, $15,443,819 worth went to large business; 
$12, 388, 183 worth went to small business. Of the $12,388,183, which 
went to small business, $4,244,629 went as a result of set-asides which 
were joint set-asides, made between our agency and MATS. The 
total amount of those two figures, which I have given you, is $27,- 


732,003. 
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Now, in connection with common carrier regular scheduled airlines, 
which cover personnel transportation—if I may go back to the pre. 
vious set of figures—small business got 44.3 percent of the $27,832,003 

The next group is in the area of common carrier regular] sched. 
uled airlines, which is for personnel carrying only. Large biti 
got $476,696, small business got $45,342, or a total of $522,038, No 
set-asides were made in that particular category. 

Now, the accumulated totals of everything I have given you~ 
large business got $47,710,305 worth of contracts, small business 
$23,076,383, a total of $70,885,894. 

Mr. Houtrrevp. What does that include? 


Mr. Hiextns. That includes the $42,531,853, which I first gre 
70, 


got 


you, the $27,852,003, and the $522,038. That should total to 
785,894. That represents a total to small business of 32.6 percent of 
that $70,885,894. 

Mr. Ropacx. That was the preceding fiscal year ? 

Mr. Hipxriys. This is for this fiscal year we are now in; yes, sir, 
Those are contracts which have been awarded at this moment. There 
are at the moment $13 million worth of the set-asides which have been 
made, but on which no contracts have been awarded as of the moment 

I have a typical abstract of bids here which might be of some inter- 
est to the committee. When the bids were first prepared, it was esti- 
mated that it would total about $8 million, and by joint agreement with 
MATS, $3 million was set aside for small business. Actually, it did 
not total that much. When the final bids were in, and the awards 
made, it developed that it totaled about $5,600,000, of which large 
business got $2.9 million, and small business $2.6 million. Small 
business got 47 percent of this $5.6 million. 

Now, of this total, there were two large companies which received 
awards, and there were eight small companies which received awards 
in varying amounts. 

The large business company—the first large business company was 
the Flying Tiger. They received $1,231,020 in contracts. That in- 
volved several different contracts. One small business company, 
Trans-Ocean, received $1,197,263.70. And the other awards were in 
smaller amounts, from $100,000 up to $500,000. There were 15 sep- 
arate lifts involved in this bid invitation, and 7 of them were set aside 
for small business. 

Mr. Ropacx. Were those complete set-asides, those particular lifts! 

Mr. Hipxrns. Yes, sir. Now, of the contracts that were not set 
aside for small business, two small companies were low and received 
contracts under the non-set-aside portion. 

Mr. Moraan. Mr. Hipkins, you mentioned Trans-Ocean, I believe, 
as being small business, did you not? 

Mr. Hipxrns. Well, I may be mistaken there. I am not too sure. 
Well, they received an award under the non-set-aside portion. They 
did not receive an award under the set-aside portion. 

Mr. Moraan. It is our understanding that they were not considered 
small business. 

Mr. Hrexrns. That may be. 

Mr. Rorack. Well, what is a small business airline company, in 
terms of your definition ? 
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Mr. Hiexins. Well, as I mentioned the other day, Mr. Abels is the 
economic adviser to Mr. Barnes. One of his duties is the determina- 
tion of size in making recommendations to Mr. Barnes. And, with 
your permission, I will refer that question to him. 

Mr. Ropack. May I inquire, Mr. Abels, whether you have, in de- 
termining small business for purposes of airline service, started off 
by simply applying the conventional 500-employees criterion to this 
field, or did you examine the industry and then make a decision that 
500 was a suitable category ? 

Mr. Asexs. Well, the procedure is this. As you know, under the 
Small Business Act, the Administrator is directed to apply the follow- 
ing definition—that a small business must be independently owned 
and operated and not dominant in its field of operation. And it is 
then stated that he shall prescribe additional criteria. Well, under 
that kind of authority in the Small Business Act, he has adopted, for 
purposes of procurement, the general 500 rule, which has been applied 
in procurement now for around 17 years. However, the Small Busi- 
ness Act also states that the Administrator shall take into account, in 
definitions of industry, the industry—the particular characteristics 
of the industry—and shall apply a variable definition where it is 
feasible. 

Now, under that particular grant of authority, the Administrator 
has entertained and considered applications for individual certificates 
for concerns which wish to be considered as small business concerns 
even though they have over 500 employees. 

Mr. Ropack. At ihat point, Mr. Abels, is the procedure then that 
for exceptions over 500 employees, each one is considered on a case- 
by-case basis, so that one with 600 might be considered small business, 
and another might not ? 

Mr. Apers. Well, I would say that each case is considered on a case 
basis, each particular concern. Now, as to the further—it would be 
possible, theoretically possible, for one concern to be considered small, 
another not small. But as a matter of actual practice, we treat con- 
cerns for a particular industry, between 500 and a thousand employees, 
and we do apply a ceiling of a thousand employees in the same way. 

Mr. Hiexins. I might interject at this moment, if I may, the act 
itself provides for the issuance of the certificates. Furthermore, the 
last act also directed that the Administrator examine each industry 
and make determinations in each industry. Now, we are in the process 
of doing that now. We have examined a number of industries, and 
are making individual industry determinations. We have not done 
itinthis carrier industry. 

Mr. Rosack. When I referred to a case-by-case approach, Mr. 
Hipkins, I was thinking not in terms of industry by industry, but 
company by company, so that conceivably two companies of the same 
employment might be in one case small business and another case not. 

Mr. Asets. I think theoretically it could be possible, but I think it 
would be administratively wrong and it would not be done. 

Mr. Hrexins. It would depend, I think, on their affiliations. 

Mr. Asrts. It could happen if one concern failed to make an appli- 
cation, and another concern did, and one was awarded a certificate. 
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Mr. Rosack. Well, before the SBA participated in the small byg. 
ness program, in the Air Force procurement that we discussed here, 
you had no cause to make determinations. Is that correct? 

Mr. Asets. I thinkit iscorrect. In other words 

Mr. Hrexrns. I don’t think any certificates 
certificates were filed ; no, sir. 

Mr. Ropack. Once you got into the program——— 

Mr. Azets. The problem would only arise when there was a sub. 
stantive value in having a certificate. 

Mr. Rogpacx. Well, after you participated in the small busineg 
set-aside determinations of the Air Force, or acted jointly with the Air 
Force, what kinds of problems were presented to you as the eligi- 
bility ‘of participants, company participants ? 

Mr. Azvets. Well, I will state to you what our experience has been, 

We have had several applications submitted to us, and, in each 
case, we have awarded a certificate to a firm which was over 500 em- 
ployees but less than a thousand. Those particular airlines, all 
certificated air carriers, are Hawaiian Airlines, with 510 employees: 
Pacific Airlines, with between 525 and 550 employees; Pacific 
Northern, with 607 employees, Slick Airways—— 

Mr. Hottrtretp. How many in that last one? 

Mr. Aners. 607. And Slick Airways, with 539 

Now, the General Accounting Office referred to the Slick Airways, 
and I will tell you what experience, briefly, was in that case. The 
firm did not have a certificate at the time that it made the bid. It 
asked for a certificate afterward. There was a protest. The Ad- 
ministrator granted a certificate nune pro tunc—retroactively, as it 
were. There was a protest against the granting of a retroactive 
certificate. A reading of the Small Business Act disclosed no bar 
whatsoever to the Administrator’s granting of such a certificate. It 
was referred to the General Accounting Office, and the authority of 
the Administrator was upheld. 

Now, aside from these four cases—and I call] to your attention the 
fact that they are all rather close to 500—there has been one — 
tion submitted to us by a certificated airline whic h has around 1,300 
employees, and we called to their attention the fact that we have 
applied in the past a ceiling of 1,000 employees as the wall beyond 
which a small business cannot move. And we have applied that—— 

Mr. Houtiwrretp. What was the name of that airline ? 

Mr. Anets. Flying Tiger, sir. 

Mr. Morcan. Mr. Abels, can you give us the dates of certifications 
for these four airlines you recite ¢ 

Mr. Apets. Yes, sir. 

Mr. Morecan. Have they been recent ? 

Mr. Apes. Well, I will tell you what the expiration date was, and 
I presume they were granted 1 year—certificates are in effect for 1 
year. Hawaiian Airlines, certificate expires August 12, 1959. 
Pacific Airlines, expires October 28, 1959. Pacific Northern Airlines, 
expires May 11, 1960. Slick Airways, expires September 2 , 1959, 

Mr. Rozack. What is the nature of that expiration ? "Does that 
then depend on whether they want to resubmit an application, and 
it is reevaluated on its own merits, independently of past decisions! 
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Mr. Asexs. Within 30 days—each certificate of ours states that if 
the applicant wishes to renew the certificate, he must make applica- 
tion within 30 days of the date of expiration. At that time, we send 
him another form—and we have changed the form, and we ask for 
much more complete information. 

Mr. Rozack. Now, you referred in the case of the Slick application 
to a wall beyond which small business did not go. Will you explain 
that ! : 

Mr. Anets. Well, the basic theory is a resolution of the two con- 
flicts in the concept of small business—namely, the concept of what 
is in absolute terms a small business, and what is relatively speaking 
a small business in an industry in which there are many larger firms. 

Now, we are conscious of the fact that in many industries a busi- 
ness may be small even though it has over 500 employees, and the units 
of the industry may be very large. The automobile industry is a good 
example, airplane manufacturers, and others, steel, and so forth. And 
we have taken into account the fact that in many industries, the units 
may be rather large. And we, therefore, have adopted a rather prag- 
matic and elastic approach in stretching the 500 rule up to a thousand. 
However, when we get to the point of a thousand, then the concept of 
what is small in absolute terms comes into play, and it has been the 
judgment of the Administrator that when a firm reaches the point 
that it has a thousand employees, it has surmounted the problems 
which are germane to smallness, which motivated the Congress in 
establishing the Small Business Administration. In other words, it 
would simply injure our feelings of our concept and our sensibilities 
as to what is a small business concern, to recognize such a concern 
as small if it had over a thousand employees. 

Mr. Rosacx. The SBA has never certified any small business con- 
cern over a thousand in any business ? 

Mr. Azsets. No, sir; we have not done so throughout our entire 
existence. We have put the bar at a thousand. 

Mr. Hourrtetp. In a business like the automobile business, where 
several hundred thousand employees are involved in the big plants, 
if a small business, automobile manufacturing business existed, say 
around 5,000 or 10,000, would it be considered a small business ¢ 

Mr. Asets. That is not hypothetical, sir. There have been appli 
cations from firms other than the Big Three with between 5,000 and 
10,000 employees, and we have denied their applications, stating to 
them that this is not a problem of small business, this is a problem 
of being relatively inferior in a competitive sense. 

Mr. Hourrretp. You wouldn’t consider an automobile concern with 
5,000 employees relatively competitively inferior to General Motors 
or Ford ? 

Mr. Azets. We do. But we don’t consider them as small. It would 
be very difficult to enforce size standards, sir, if we were to consider 
a firm as not small in one industry which had 525 employees, and 
to consider a firm in another industry as small if it had 10,000 em- 
ployees. The disparity would be very difficult to reconcile. 

Mr. Hoirretp. That may be so administratively, but from a stand- 
point of the relative comparison, you certainly could not say that an 
automobile company with 5,000 employees was a large automobile 
company. 
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Mr. Asers. Well, 5,000 employees is a pretty large manufacturing 
concern. 

Mr. Howtrterp. Maybe in the clothing business it might be quite 
large in comparison to concerns that might be twice or three times 
that much. But it seems to me you lose your values when you do con. 
tend that the relative competitive position is insignificant in a figure 
that is bet ween 5,000 and 150,000, or 300,000. 

Mr. Aners. [ am afraid I am not expressing myself correctly and 
clearly on the point. a 

Mr. Hotirrenp. You have before you a sheet on contracts awards 
Let us see how the pattern fits in this industry. Take the Alaska 
Airlines—do you have the number of employees of these people? 

Mr. Angers. Alaska Airlines, we do not have the number of em- 
ployees. But Alaska asked us for eligibility to be considered as smal] 
for purposes of a loan. And my recollection is that they had 70 
employees, and we did clear them for purposes of a loan. But they 
have not asked to be considered as small for purposes of Government 
procurement. 

Mr. Hourrrecp. Would there be a difference, then, in your classifiea- 
tion of them for a loan, or for procurement in any instance? 

Mr. Anets. No, sir. 

Mr. Howirrenp. How about the American International? 

Mr. Azers. I don’t have the employment figures. 

Mr. Houirreip. How about the California-Hawaiian ¢ 

Mr. Hiexrns. We don’t have this list, sir, you are looking at. 

Mr. Howtrrevp. You don’t have? 

Mr. Hiexins. No, sir. 

Mr. Houtrietp. You must have numbers of employees of these 
different companies, do you not ? 

Mr. Azvers. No, sir; I do not. They are not compiled by the Cen- 
sus, and we do not have the employment of particular companies. 

Mr. Houtrretp. These are all listed as small business. They must 
have furnished you with this information. 

Mr. Apsets. No, sir; the procedure is this. If a firm has less than 
500 employees, including affiliates, it can self-certify that it is a small 
business. That is the procedure throughout procurement. And it 
does so subject to all the penalties which are stated in the act. 

Mr. Houirterp. It just merely says that it is under 500? 

Mr. Asets. Yes, sir. 

Mr. Houirrerp. And now it just certifies that it is under 1,000? 

Mr. Avexs. No, sir—between 500 and a thousand they would have 
to ask us for individual certification. 

Mr. Hrexrys. On their bid invitation, they certify either that they 
have less than 500, or that they have a certificate. 

Mr. Rogzack. Have you made an analysis of the frequency distribu- 
tion of these companies by employment ? 

Mr. Apes. No; we do not have the employment figures available, 
Mr. Counsel. We are aware of the situation in the airline industry, 
and we are aware of the fact that in contrast to many other industries 
in which the number of large companies tapers off very radically 
when you get up into the upper echelons, in this industry, there are 
a large number of companies which are extremely substantial. 
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Mr. Ropack. We are not interested in debating the structure in the 
industry, except as is relevant to the small business problem. Now, 
ig it the sense of your testimony that no matter how the employment 
figures may be distributed by firm in this industry, as far as the Small 
Business Administration is concerned, it reads congressional intent to 
mit its figures below 1,000? So it doesn’t make any difference what 
the pattern of the industry is? Above a thousand, it is not small 
business ? : 

Mr. Hitexins. That applies to any industry, Mr. Counsel. 

Mr. Rosack. You don’t care what the industry looks like, as long 
as it is above a thousand, that is cut off That is the way you read the 
Small Business Act—that the Congress was not concerned with rela- 
tive position, but with certain absolute magnitudes / 

Mr. Anets. Well, as I stated, there is a certain play that we give 
to relativity in the industry. But within a certain range—500 to a 
thousand. But when you get to a thousand, we simply feel that is 
where the concept of absolute small business ends. 

Mr. Morcan. Mr. Abels, you mentioned that Alaska Airlines has 
over 700 employees, and that you have not made—issued a certificate 
that they were small business for the purpose of bidding on a set- 
aside, did you not ¢ 

Mr. Anes. Yes, sir. 

Mr. Morcan. I call your attention to the fact that on March 23 
they did receive a contract from MATS under a small business set- 
aside. Now, either they certified themselves that they were small 
business, or there was no complaint. Isn’t this the fact ? 

Mr. Hiexins. That would be the conclusion. 

Mr. Rieutman. What company was this ? 

Mr. Morgan. Alaska Airlines. 

Mr. Houirretp. Where do you get the figure of 500 or 1,000? Does 
that come from an administrative decision, or does it come from the 
history of the legislation ? 

Mr. Hiexins. Well, the figure of 500, sir, is a matter of history. 
Five hundred has been the line of demarcation between small and large 
business for 20 years or more in Government procurement. Now, at 
the time that the agency was established, we prepared an industry 
classification for purposes of our loan program, and we have had little 
or no difficulty. It 1s relatively easy to administer. There are only 
two people concerned in a loan, the applicant and the Small Business 
Administration. In the field of Government procurement, of course, 
there are a number of people concerned—hundreds of contracting 
offices and thousands of bidders. We left that figure at 500 for all 
industries at the time that the agency was established. Subsequently, 
the Congress added to our legislation a provision that certificates 
would be considered for people who had over 500 if, in fact, they were 
small in their industry. 

Now, the last act of Congress, as I mentioned a moment ago, specified 
that we will make individual industry determinations, and that we 
are in the process of doing. We have made a separate definition for 
the construction industry, for the timber industry, for the airplane 
parts industry, for the boatbuilding industry, and we are gradually 
taking industry by industry, circularizing it, putting it in the Fed- 
eral Register, holding a public hearing, for the purposes of deter- 
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mining what the definition should be. And at our last hearing on the 
boatbuilding, as a matter of fact, Mr. Roosevelt, of the House Smal] 
Business Committee, testified as one of the witnesses in connection 
with that procedure that we were conducting. 

Mr. Hortrretp. Well, it seems to me that the arbitrary figure, what. 
ever it might be, would tend to bring about all sorts of injustic 
whereby if you had a formula, industry by industry, such as steel, auto. 
mobiles, aviation, and so forth, and you give relative size some cop. 
sideration in determining what small business would be, that yoy 
would be establishing formulas at the hearings that would be mean. 
ingful in terms of assistance to small business, rather than selecting 
500 or 1,000, or 1,500 or 2,000, whatever it might be. And, of course, 
I recognize this may be an area wliere you do need some congressional 
legislation. 

Mr. Hrextns. No, sir; I don’t believe so. We are doing just what 
you are suggesting, by reason of these various industry hearings that 
we are holding. In other words, as a result of an examination of the 
sawmill industry, we have reduced it to a hundred people. In the 
construction industry, we have determined to utilize a figure of annual 
income rather than employment. This is as a result of comments that 
we get from the industry, from Members of Congress, from the small 
business committees, and as a result of the public hearings we hold, 

Mr. Hourrtetp. What are considered the big companies in the trans- 
portation of passengers and cargo? 

Mr. Hrexrns. I don’t know, sir. 

Mr. Anets. I could read them off here. Shall I read them off? 
American, Eastern, TWA, United, Braniff, Capital, Continental, 
Delta, National, Northeast, Northwest, Western. 

Mr. Hottrtetp. Now, what range of employees do they have? Do 
you have their numbers of emplovees ? 

Mr. Apets. Sir, we don’t, but I can give you a comparison in terms 
of ton-miles, of revenue ton-miles of traffic carried in November 1958. 
And by reading these off, and then comparing them with the small 
companies, you can get a basis of comparison. 

In American, it is around 50 million; Eastern 27, TWA, 21; 
United, 47: Braniff, 8; Capital, 2; Continental, 3; Delta, 13; Na- 
tional, 8; Northeast, 3; Northwest, 10; Western, 5. Those are in 
millions. 

Now, when one drops below those, one can see the difference. 

When you go to local service carriers—I will cite a few of them— 
Allegheny, 824,000; Central, 234,000; Frontier, 513,000; Mohawk, 
773,000; Pacific, 643,000. I could read off the entire list if you wanted 
me to. There are 13. 

But, now, when one drops down 

Mr. Ho irtetp. Before you go ahead, I will ask you to submit this, 
if you will, for possible insertion in the record of the hearings. 

Now, go ahead. 

Mr. Hrextns. And what is this from, Mr. Abels? 

Mr. Axets. This is the monthly report of Air Carrier Traffic Sta- 
tistics, November 1958, Civil Aeronautics Board, Office of Carrier 
Accounts and Statistics. 

Mr. Houirterp. All right. 





Ce 


on the 
Small 
lection 


-what- 
istices, 
5 Auto- 
ie COn- 
at you 
mean- 
lecting 
-ourse, 
sional 


t- what 
rs that 
of the 
In the 
unnual 
ts that 
: small 
» hold, 


trans- 


m off? 
nental, 


2 Do 


terms 
r 1958, 
small 


A, 91: 
3: Na- 


are in 


hem— 
hawk, 
vanted 


it this, 


ic Sta- 
Yarrier 


MILITARY AIR TRANSPORTATION 193 

Mr. Avets. Now, when one drops down to some of the all-cargo 
earriers—F lying Tiger should be ranged among the bigger ones that 
[ have mentioned. That is the 12 others I have mentioned, because 
it has 6 million. 

Mr. Hoxirretp. Has what? 

Mr. Apes. Six million. 

Mr. Hotirrevp. That should be in the larger group, then. 

Mr. Avets. Yes, sir. 

Riddle and Seaboard, also, have a million, or more, each. But 
AAXICO has only 599,000. Aerovias has 651,000. Mackey has 127,- 
000. Umea has 7,000. Alaska Airlines, 416,000. Hawaiian, 453,000. 
I will submit this for the record, sir, but you can see there is a consider- 
able gap between the smaller and larger ones. 

(The information referred to follows:) 


Taste 4, PART 1.—Revenue ton-miles of traffic carried, by class of traffic sched- 
uled service of all certificated air carriers—Month of November 1958 and 1957 


[In thousands of ton-miles] 





Overall Passenger | Excess baggage | 
Reporting unit aieieincaeiaeh cial — ea soneahtneese ss ae - 
| 


Foreign mail 





| 
1958 | 























1957 | 1958 1957 1958 | 1957 | 1958 | 1957 
Certificated industry. -- as 283, 999 | 279,031 | 216,850 | 216, 308 2.757 | 2,998 599 | 72 
Domestic trunk operations_-| 203,377 | 200,344 | 168,856 | 169. 984 1,910 Be Ca cccenate cles 
Big Four ; 147, 180 | 143,018 | 120,349 | 119,669 | 1,341 | 1,351 |...-.--- EE pe 
Other trunks ote 56, 196 57,326 | 48,506 | 50,315 568 BR Fe ocutaaletttbiemn 
Local service carriers - - 7, 128 5, 946 6, 579 5, 492 | 44 Co i eaccaiieal 
Helicopter carriers 7 48 36 39 26 oa esha Silat 
Foreign and overseas opera- | | | 
tions- - Le i. 59, 482 58, 001 39, 601 39, 852 778 1, 026 594 672 
Territorial operations...----- 1, 503 1, 383 R95 813 | 13 | 15 aictiamaiaael 
Intra-Alaska Ss cascieel 913 766 | 432 326 | 11 ME itceas Ss edbieiovecnia 
Other than Alaska- --- 589 616 462 487 | l 2 ‘eivcrtiatabi 
All cargo carriers. .....-.-.---- 11, 515 13, 175 | eanisesnn|mncawen=s s oie Be 
Other carriers 943 144 | 878 138 BO” Bdeiesvtene | eww eies apenas 
Domestic trunk operations: 
American. ..-...-.-- . 50, 492 42, 33, 578 431 | aaa 
oe  naaunae 27,858 | 33,: | 30,452} 350] 417 ales 
Senta 21,124 | 28,5 34 | 24.784 145 | eae Mere 
United. ..--- 47, 705 38, 6 37, 509 | 30, 854 | 413 | eb ee 
"| ae Se Ne ae 8, 395 , 527 1: 6. 645 | 75 | PT ke Pamela 
Capital.......-- 2,646 | 13,089 2,436 | 11,863 | 9 | TM be cccaccs sa 
Continental. - 3, 654 3, 071 3, 350 2, 784 | 35 | 29 |. ddd hea 
its ks si Camis oine 13,548 | 11,162] 11,475} 9,614 | 146 | OO. ae 
National. .........-.- a 8,500 | 6,668 7,434 | 5,801 | 146 SO) ho eccccccbsaiceees 
I ae ic artsici chincp eckciecieaota 3,197 | 2,628 2,972 | 2,464 | 23 | RE ee 
I ed oe te ntelnia 10,469 | 7,793 8, 520 6, 376 | 83 | Gh enrididn Lg dette 
emeen............... 5,784 | 5,383 | 5,103 4,765 46 | aL. Daa 
Local service carriers: | | 
en 824 | 612 | 760 567 | 3 | 9 hse ace 
= 332 | 274 | 315 259 2 | Pi ee 
ee ie enn tmkvin’ 234 188 212 | 173 | 1 | Se eS 
Frontier. _..- Sais 513 498 | 421 413 | 5 | Sis... Smear 
Take Central. ..............- 274 | 215 253 198 | 1 | Stn he stile 
Ne 773 674 | 731 630 | 2 | eR end alee 
North Central... __- LE 947 | 734 | 874 673 | 6 | Welsch ey 
i a 614 474 | 565 437 2 | 2 ee l ngipipapnabe 
eee 643 597| 6211 576 2 | ‘1 
EE eee 747 | 637 | 702 600 | 5 | 6 bees eaaass 
NS oo cian naman 369 293 336 | 272 3 | Siineteceta lace eciadl 
Treas Tetes................. 485 402 | 429 | 360 | 4 | 9 stot: Bl arates 
| “ae 367 340 | 355 328 ] D hecatunsteeldvenies 
Helicopter carriers: | | | 
Chicago... .... 17 | 1 | 16 | eee aero fee ey Peet eee 
Los Angeles. 12 12 8 | 7 1s acon iia ie eeraa ie 
| 18 | 12 15 | © bdincdcclicica ndbscusion eee ae 
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Tas_Le 4, Part 1.—Revenue ton-miles of traffic carried, by class of traffic sched. 
uled service of all certificated air carriers—Month of November 1958 and 1957 
Continued 

{In thousands of ton-miles] 





_ 
sei idaies time Overall Passenger | Excess baggage | Foreign mail 
j | = 
1958 | 1957 | 1958 | 1957 | 1958 | 1957 | 1958 1957 
' | ot 
Foreign and oversea operations: | | | } i 
Qpenicen.. Bee eS 1, 358 955 | 1,056 614 | 13 | 7 | 5| “ 
ran ; : 903 | 922 | 75 785 25 32 ‘ 
Corben... ead 142 | 127 | 136 122 | 1 | ait . ® 
Delta Gaines 502 748 | 441 668 15 26 9 | “4 
Eastern... i ai-& -| 3,055} 3,670] 2,833 | 3,446 25 | 36 | a ; 
National _-_.-. ‘ ms 587 343 §21 | 272 21 10 ] 
Northwest oe 4,544) 3,600] 2022} 1,888; 4] 40) a1 "% 
Pacific Northern... -___- 1, 106 931 | 699 | 630 | 9 | 10 |_. ; 
Panagra.....-.- --| 1,988} 1,975] 1,482) 1,370) 52] 53} 31 | 
Pan — System __. 38, 924 36,330 | 24,911 | 238, 664 | 510 718 384 | 413 
ee a ee 428 | 500 224 | 349 | 3 6 |. 
Atlantic -| 14,728} 12,665} 10,100} 8.900] 146] I77\7 183 | 3g 
Latin American_.- .- 13,841 | 13,959} 8,570] 7,956) 231 384 | 7 @ 
Pacific. - - 7 ‘ 9, 925 9, 197 6,015 6, 459 | 129 | 150 127 | LF 
BE in 7 : 4,132 | 6,098 2,738 | 4,349 | 53 82 | 70 | 136 
United.scss . . 1, 868 1,822; 1,651 | 1,669} 2 Se | 
Western__- ; 369 | 384 | 354 | 369 | 2 | 1 ae 
Territorial operations: j .° oa 
Intra-Alaska: | | 
Alaska Airlines 416 370 | 217 140 | 3 $ 
Alaska Coastal. ‘ 31 34 | 22 25 |. 
Cordova.......- 17 18 | 8 | Blin i ee 
Ellis._.... 21 | 19 17 Me is Scene we bse 
Northern Consolidated 105 104 | 38 35 2 2 
Reeve______. 219 124 | 95 65 1 | 1 | 
Wien____. Pr oe 101 94 | 33 35 1 3 
Other than Alaska 
Hawaiian i 453 465 | 334 346 1 1 | 
Trans-Pacifie ps 135 151 | 28 141 . fs 
All-cargo carriers: | i 
Aaxico 599 221 |....- IIS 
Aerovias__......- 651 I Baie eithaie onda ha biedeuetiouscistos Ae 
Flying Tiger ? 6, 245 5,179 | 
Riddle, domestic. -- 1,645 1, 671 | | 
Riddle, overseas 1,011 1, O89 | | a 
Seaboard ___ = 1, 360 1, 130 |--- . | 5 
Slick ; ‘ My AED: Nowe E | 
Other carriers: | 
Mackey 127 135 | 125 132 I. 
Resort ‘ , heat amcakie i fadcghoun 
Samoan. - = . pore : ee. és i ‘ S cipdeidink 
South Pacific. : ‘s Es ‘ : ie 
Trans Caribbean ieee fae | Pee tice S 10 | 
UEEOA.. <2. Sd 7 9 | 5 6 | 


Mr. Horirtevp. Yes. And even in the ones you have listed as big, 
you have a number there that are 10 or under. For instance, you have 
7 that are under 10 million, whereas your big four run from 20 to 50 
million, 2 of those—1 having 50 and 1 having 47—so you have a 
pattern of quite small, and you have a medium pattern, and then a very 
large pattern. And this area is under consideration, is it? Have you 
started consideration of establishing a formula in this business? 

Mr. Hirexrns. At the moment, sir, we have not set this particular in- 
dustry up as one which we will have a public hearing. But even- 
tually we will cover it, and most all other industries. 

Mr. Ho.irrevp. Is there any reason why this industry should not be 
set up? 

Mr. Hrexins. There is no reason I know of why any industry 
shouldn’t be; no sir. 

Mr. Rieuvman. Well, Mr. Chairman, may I say that having some 
experience on the Small Business Committee, this problem of establish- 
ing criteria for what really and truly is a small business has been a 
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tremendous problem for many, many years. We have tried to ap- 
proach it from practically every angle. But I think that the solu- 
tion—at least, I have felt so, and I have assisted in writing several 
reports in connection with the definition of small business—that we 
robably will come closer to it when we analyze industry by industry 
exactly what a small business is within that industry, and then set up 
the criteria that you shall follow. And I think that is probably what 
will come along as far as the airlines are concerned. But I think that 
when you get past the number of employees of a thousand, up to 1,500, 
you are getting into something that really and truly is not considered 
by the majority of people as small business. And you might have a 
group of 200 people, and you could be classified in big busines, because 
you could be a subsidiary of some other company. But then you 
might have an industry that mechanically is set up so that you can pro- 
duce much more with 200 people than a lot of firms with a thousand 

ople in the same industry. So it isa problem. And I think this. 
Ve are getting closer to the solution where you are now analyzing 
industry by industry, and then, if you have over 500, up to this time at 
least, you can get a certificate, to certify that you are a small business, 
and that is the responsibility of SBA. 

Before that, they just had to certify that they had 500 employees 
or less. That was leaving them on their own, to tell the truth that 
they were not a subsidiary of another company. 

Mr. Hrexins. Mr. Chairman, if I may, I would like to mention two 
things that had to do with the administrative determination by Mr. 
Barnes that we would not consider anyone with more than a thousand 
employees as being small business. That determination originally 
was made by Mr. Barnes, of course—but only after discussion with 
the members of the House and Senate Small Business Committees 
and their staff. Secondly, last year, when the House passed the 
Small Business Act, it directed that we adopt, for procurement pur- 
poses, the loan definitions. Now, no loan definition for small busi- 
ness is over a thousand. And the House passed that in the House 
version of the bill. However, in conference, it was agreed between 
the conferees that rather than do that, they would direct that we 
hold these industry hearings and make individual determinations, 
the inference, nevertheless, still being insofar as the House is con- 
cerned, that 1,000 is the limit. 

Mr. Horirtetp. As I look at this pattern, and I wouldn’t want these 
figures, of course, to be considered as accurate because I wrote them 
down rather quickly, your first four carriers in this field carried 145 
million ton-miles. The next eight carried 52 million, or about one- 
third. And then there was a long line that ran less than a million 
ton-miles, and I don’t know how many are involved in that because 
I didn’t take the whole list, but it is obvious that you have three 
classifications or three stages in this industry. 

Mr. Hirxrns. I think, sir, you will find in most every industry 
with a few exceptions there are definitely a group at large and 
another group of so-called area between those two who have over a 
thousand but nevertheless less than the employment of those consid- 
ered. 

Mr. Horirtevp. I note in the big four they varied on about a two- 
to-one basis, but in the middle group, which is below the big four and 
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above the so-called small business group, it varies from 2 million top. 
miles to 13. Or you might say six-to-one variance there, just lookin 
at the numbers hurriedly. It would seem to me that a scrutiny 
should be made, particularly of important industries—of course, ay 
man in business feels his is the most important business—but the basic 
industries, and the industries that have to be considered in the field 
of Government procurement certainly are entitled to be classified jn 
a proper area. 

Mr. Hirxins. Yes, sir. 

Mr. Ho.iFreip. It seems to me those studies should be made. Your 
arbitrary figures are very inequitable. 

Mr. Rorack. Mr. Chairman, may I inquire with regard to military 
procurement of airlift services? The contract requires that there be 
some demonstration of ability to perform with certain kinds of equip. 
ment or provision of substitute services. Now, have you ever heard 
that in any set-aside procurements a smal] business carrier has subcon- 
tracted an entire operation to a large carrier ? 

Mr. Hipxrns. I don’t know that I can say any specific case that I 
know of. There may have been such cases. I wouldn’t say that there 
have not been. 

Mr. Rozacx. In the event there is or has been such a subcontracting 
arrangement, does that conflict with small business policy or regula- 
tion ? 

Mr. Hirxrns. As far as I am personally concerned, it must conflict 
with any policy if a small business subcontracted an entire contract to 
big business. I would not feel that the aims of the legislation had been 
met with. 

Mr. Houtrretp. This would become more of a brokerage transaction 
rather than an individual business transaction. 

Mr. Hipxins. As a matter of information, for the information of 
the committee, I might read to you a provision in the small business 
regulations which has to do with that particular area. We say that— 

Any concern which submits a bid or offer in its own name other than a con- 
struction or service contract, but which proposes to furnish a product not 
manufactured by said bidder or offerer— 
now this may not be right down the alley of MATS contracts. This 
had to do at the time with supply contracts— 
is deemed to be a small business when it is in fact a small business concern 
within the meaning of paragraph A of this section, and two, in the case of Gov- 
ernment procurement reserve for or involving the preferential treatment of 
sinall business or one involving equal bid, such nonmanufacturer shall furnish 
within the performance of the contract the products of a small business manv- 
facturer or producer. 

Mr. Rorack. Do you think that squares with the problem—covers 
the problem ? 

Mr. Hirxrns. I can only say as far as I am concerned, certainly, 
anyone of these contracts which was let and then subcontracted a 
hundred percent to a big company would, in my opinion, not meet with 
the intent of the act. 

Mr. Houirtetp. Would you say that 50 percent or 75 percent—— 

Mr. Hirxtns. I wouldn’t be able to be specific in that particular 
area without knowing the circumstances involved in the contract. 
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Mr. Hotirrevp. Would you read the first few lines of that? There 
were two exceptions there. I thought one of them said “service.” 

Mr. Hiexrns. Service contracts; yes, sir. Construction and serv- 
ice contracts. ; ne 

Mr. Houtrrevp. Under service contracts, this is not considered a 
commodity that MATS is buying. Isn’t it considered a service? 

Mr. Hiexins. Probably so; yes, sir. 

Mr. Hotirtetp. Then that is excepted from that consideration ? 

Mr. Hirxins. What is the meaning of that word there, Jules? 

Mr. Asets. Well, I would say a service contract is something like 
in the airline industry, overhaul of planes. Wouldn’t that be a serv- 
ice, aircraft overhaul ¢ shut 

Mr. Houirrevp. You certainly couldn’t call the furnishing of trans- 

rtation anything other than a service, I would say. 

Mr. Hrexins. No, sir. 

Mr. HouirteLtp. Would you have a very narrow interpretation un- 
less you have other historical background to go by, if you did not 
include within the exceptions the area of service which is given by 
companies carrying either personnel or cargo? 

Mr. Anes. I think it is quite clear that if any concern gets a con- 
tract from the Government and subcontracts the whole of it to an- 
other concern, that it would not be performing the contract in any 
sense. I don’t think that—— 

Mr. Houirtetp. That would be my general understanding, but I 
was wondering if technically we are in a box on account of that 
particular language. ' ef 

Mr. Avets. No,sir. We were referring to the furnishing of a manu- 
factured product where the problem usually arises, the problem of 
an agency who procures a product from his small business, and often 
used as a front by a small business. We were tackling that particular 
problem that way. 

Mr. Hiexins. You mean by big business ? 

Mr. Azets. Yes; by big business. But in any case, where a con- 
cern does not perform what is considered technically speaking in 
economic jargon, value added substantially enough so that it can be 
considered as performing the contract, in that case we would dis- 
qualify such a term as a Government—— 

Mr. Houtrrecp. We had an interesting investigation into the award 
of a contract for manufacture of rocket launchers. 

Mr. Rosack. Mr. Hipkins is acquainted with that case. 

Mr. Houtrrecp. If my memory is right, it was some concern in 
Cincinnati that obtained an allocation of 

Mr. Hirxrins. Huntington, W. Va. 

Mr. Houirtecp. Huntington, W. Va. The Polan Industries received 
a contract on a set-aside for small business and proceeded to contract 
eeally the full amount to the Weatherhead Co., which was a very 
argecorporation. I guess you are familiar with that. 

Mr. Hirxins. We testified in that particular matter about a year 
ago. I don’t know whether it was before your committee. 

Mr. Houirietp. This was, in my opinon, a complete circumvention 
of the intent of Congress. Any concern could obtain a contract by 
low bid and then subcontract, that is under the small business set- 
aside, and then contract for performance to big business. Have you 
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taken any action on that phase by regulations to prevent the recur. 
rence of that sort of thing ? 

Mr. Hrexrns. We have done it by this definition, I believe. Yes, 
sir. 

Mr. Houtrrevp. Mr. Roback 

Mr. Roracx. Mr. Chairman, I have asked Mr. Hipkins to review g 
response the SBA made to that report, to see whether the position of 
the agency has been fully and most recently stated. 

Mr. Hipxtys. I will doso: yes, sir. 

Mr. Ropack. We have two questions, and then we will proceed 
to the next witness, Mr. Chairman. 

Mr. Morean. Mr. Abels, were any of the small business certificates 
issued to the four airlines retroactive other than Slick ? 

Mr. Axsets. No, sir. 

Mr. Morean. I understand that Hawaiian Airlines failed to submit 
a bid on the set-aside in September because at that time they didn’t 
know they were small business. If they had known that they could 
be certified as small business after the awards, they would have bid, 

Also, you stated, Mr. Abels, that one of the considerations that you 
use 1n determining whether a firm is small business is that it must be 
independently owned and oper ated. In the protest received by the 
Small Business Administration on the award to Slick, allegations were 
made that Slick was involved in other large enterprises, and also that a 
large percentage of their outstanding convertible debentures were 
owned by the Chesapeake & Ohio Railroad, which is certainly large 
business. Did SBA check into these allegations to prove or disprove 
them ? 

Mr. Asers. Those allegations were stated in extremely general 
terms. The allegations were not substantiated. They were merely 
very wide and they were not specific. I asked whether or not such 
allegations could be substantiated and proven, and I never received, 
as far as I remember, anything on it. 

Mr. Ropack. You put the burden on the « complainant ? 

Mr. Axsets. Yes, sir. We did investigate and we did look into 
Standard & Poor reference manuals in order to ascertain whether 
or not there were such statements and affiliations, but we did not 
find any affiliation. Therefore, we asked the complainant if he would 
bring forth some further proof. 

Mr. Horr. Did you ask Slick ? 

Mr. Azexs. Do you mean to ask them to refute these allegations! 

Mr. Hour. Ask them who owns them, if you wanted to find out. 

Mr. Azexs. Well, they had stated, subject to all the penalties, they 
were independently owned and operated. As I recall now, there 
was a specific statement by the person making the application, it was 
an independently owned and operated enterprise, and therefore there 
was nothing further that we could do. 

Mr. Hour. Does that mean control, or general stock, or interest? 

Mr. Asers. There must be a clear and compelling proof. The 
Government in case of affiliations is making a rather drastic deter- 
mination. To say that two concerns are so closely affiliated that they 
are wed, that they are welded together, and such proof cannot be 
vague, it cannot be based merely on suspicion. It must be rather 
clear and compelling, too. Such proof was absent in this case. 
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Mr. Rosacx. The Small Business Administration generally gives 

faith to applicants ? 

Mr. Aves. ‘They must do so, Mr. Counselor. hes. 

Mr. Rosack. It has a limited resource for investigations. It relies 

nerally on good faith. 

Mr. Asets. You must remember there are thousands of persons 
engaged in procurement. We depend upon good faith and we depend 
upon the penalties in the law, and we depend a good deal on policing 
an industry, which is a more strict and a lot more thorough than you 
might imagine. . 

Mr. Houirrevp. In other words, if any charges were made, why 
the burden of proof, I mean those charges have to be considered 
substantial enough by virtue of the proof that are submitted with 
the charges, or subsequently, and if that is not the case, you do not 
explore it further ? 

Mfr. Asets. I think that is correct. In order to shift the burden of 
roof, it has to be fairly weighty. 

Mr. Houtrrecp. On the other hand, if this charge had been docu- 
mented, you would have felt under your obligation as an administra- 
tor to take cognizance of it ? 

Mr. Azers. That is correct, sir. 

Mr. Hour. I don’t want to make a mountain out of a molehill, but 
it seems to me, if I understand Mr. Morgan’s question, it is alleged 
that Chesapeake & Ohio Railroad own a substantial interest in this 
airline. 

Mr. Morcan. The allegation is: 

Slick has outstanding $5 million of 514 percent convertible deben- 
tures, $2 million of which debentures are owned by the Slick family 
and/or its enterprises, and $3 million of which are owned by the 
Chesapeake & Ohio Railroad. 

Mr. Hour. My question is in your investigation was that. proven to 
be false? Maybe it is a recent deal and isn’t in the books. 

Mr. Apers. I cannot remember the exact details, although I do 
remember the general outline of the case, and I would say that it may 
be that a concern has convertible debentures—— 

Mr. Hor. They are not controlled ¢ 

Mr. Anets. Yes; just asa bank ownsa good deal—— 

Mr. Horr. Just to use this as an example to clarify, how far you did 
goor could go. I was curious. The only experience I have had are 
with very small loans and very small firms. I am curious how far you 
go or could go. 

Mr. Apets. Well, yesterday at 5 o’clock I investigated a rather 
severe letter in which somebody pointed a finger of suspicion and said: 

Will you please tell us within a week what your connections with all these 
companies are, and, if you don’t comply within a week, you will lose your small 
business status. 

Mr. Hotr. It would mean the debenture holders would benefit from 
the success of the firm. 

Mr. Hoirretp. As my colleague says, it would not necessarily estab- 
lish either ownership or control until the time came when those deben- 
tures were called or converted, unless there was a corollary contract, 
in which control was allowed as a result of the financing. Now this 
could well obtain and frequently does obtain. I am not saying it does 
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in this case because I never heard of the case until just now. It jg 
very new to me, but frequently when a bank or a financial institution 
does finance a company, why they ask for some seats on the board of 
directors, as a result of this investment. 

Mr. Ape.s. My experience, Mr. Holifield, has been when a concern 
issues debentures, it wants to pay off the debentures so they can kee 
the ownership to themselves. There is a rather sharp distinction 
there. 

Mr. Rosacx. Just one more question. In the set-aside policy jis jt 
the aim and effort of the agency to obtain as many complete set-asides 
as possible, or is there some kind of a spelled out policy with regard 
to complete versus partial set-asides. 

Mr. Hiexrns. That is a matter in this particular category of con- 
tracts. That is a matter of discussion between ourselves and the con- 
tracting officer to determine what will be set aside and what will not 
be set aside, and agreements are reached before any set-asides are 
made. 

Mr. Rorack. Does your agency strive to get complete set-asides 
as a matter of policy ? 

Mr. Hirxrns. In this particular type of contract, I believe that 
the Military Transport berview in most instances prefers to issue 
a contract to one person and they don’t care to break them down 
the way we do in supply contracts. 

Mr. Rosack. In other words, the breakdown of a particular traffic 
requirement is such that it lends itself to a complete set-aside, is that 
correct ? 

Mr. Hrexins. That is my understanding; yes, sir, which is not 
true in the case of supply contracts where the Quartermaster buys 
a million pairs of shoes and sets aside 250,000 draft for small busi- 
ness. 

Mr. Hottrretp. Unless there are further questions, we will excuse 
you gentlemen. Thank you very much for your testimony, and any 
material which you have to leave us. 

Our next witness is the very distinguished gentleman, General 
Quesada, retired now. General, we are happy to have you with 
us again. Be seated. I believe you have a prepared statement. 
I think the members of this committe know pretty well your back- 
ground, but for the sake of the record you might give us a back- 
ground statement of your experience. 


STATEMENT OF E. R. QUESADA, ADMINISTRATOR, FEDERAL AVIA- 
TION AGENCY; ACCOMPANIED BY BRIG. GEN. MARCUS F. COOPER, 
ASSISTANT ADMINISTRATOR, PLANS AND REQUIREMENTS; COL. 
RONALD F. FALLOWS, CHIEF, REQUIREMENTS DIVISION, OFFICE 
OF PLANS AND REQUIREMENTS; AND WILLIAM B. BARNES, 
CHIEF, PLANS DIVISION, OFFICE OF PLANS AND REQUIREMENTS 


Mr. Quesapa. I will be very quick about it. I enlisted in the 
Army in 1924, and spent a life time and retired in 1951. I went into 
industry and was called back to Government as Special Assistant to 
the President. I am now Administrator of the Federal Aviation 
Agency, and I have in fact resigned my retired status as well, as an 
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essential act to qualify. So I am in the strictest sense of the word 
g civilian. 

Mr. Houtrrevp. Thank you. 

Mr. Quesapa. Mr. Holifield, I am here in response to your letter 
of May 1, and I might say I am delighted to be here and pursue 
the interest that we een some months ago. I have a state- 
ment which I think will take about 15 minutes to read and I will 
proceed if it meets your approval. _ 

Mr. Houtrtep. Go right ahead, sir. 


FEDERAL AVIATION AGENCY’S POSITION ON THE CREATION AND 
OPERATION OF A NATIONAL AIRCARGO FLEET 


Mr. Quesapa. The aircargo industry is a new and very promising 
industry. While cargo has been carried by air for some time, it has 
seen relatively little growth as a new industry. 

One reason for the limited development of this potentially impor- 
tant capability has been the lack of dynamic leadership and incentive 
on the part of certain elements of the aviation community. 

In the military, development of all-cargo aircraft has been very 
modest, and understandably so. Money spent by the military for 
support aircraft means correspondingly less money for the procure- 
ment of extremely expensive and essential combat weapons systems. 

In the commercial field, preoccupation with the development and 
acquisition of new passenger turbojet airliners has resulted in a similar 
lack of interest in the development of an uncompromised all-cargo 
aircraft. As a result, the cargo capability now employed outside the 
military exists in the form of improvised modifications of passenger- 
configured aircraft. Thus, operating costs have remained high with 
the attendant high ton-mile cost to the user of aircargo facilities. 

The characteristics of an uncompromised cargo aircraft are unique 
and differ importantly from the charecteristics of a passenger air- 
craft. This difference is not unlike the difference between a bus and 
a truck or the difference between a pullman car and a freight car. 
Adaptation of essentially passenger-configured aircraft to cargo capa- 
bility results in high direct operating costs, unnecessary and high 
handling charges, and inflexibility as to operating bases and facilities. 

It is our belief that the development of a truly capable all-cargo 
aircraft designed and developed from the outset would be a construc- 
tive undertaking. This would, we believe, permit an aircargo indus- 
try to develop, operate, and be self-supporting. 

The present state of the art in airframe and engine development 
leads us to believe that the application of known techniques, under 
dynamic leadership, could produce an optimum cargo aircraft in the 
near future. 

For example, an advanced turboprop or turbofan engine married to 
an airframe employing the boundary layer control principle may well 
produce such an aircraft. Existence of a really efficient aircraft will 
result in the dynamic growth of a healthy, self-sustaining aircargo in- 
dustry. I will treat the implications and application of a national air- 
cargo fleet in the following conceptual brief. 
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CONCEPT 


The following represents the considered views of the Federal Avia. 
tion Agency regarding the need, the concept of operation of and the 
necessary courses of action leading to creation of a capable, responsive, 
and economical national aircargo ) fleet. 

The Federal Aviation Agency has adopted the premise that it would 
be in the national interest of the United States to have an effic ‘lent and 
effective aircargo fleet as an extension of national policy. We believe 
that the creation of such a fleet would, at this point in time, serve na. 
tional policy essentially as the Maritime Service has served national 
policy in the past, and as it continues to do today. The Maritime 
Service application in fields of national interest could, we believe, be 
importantly augmented by a global commercial aircargo fleet. We be- 
lieve that such a fleet in being would have favorable influence on all 
elements of national power, that, is, economic, military, psychological, 
and political. 

In support of this contention, the following represents our view 
regarding the applic ability of a national aircargo fleet to the elements 
of national power in support of our established ‘national objectives, 


MILITARY 


The United States does not now have a capable, effective, economical, 
and responsive air logistics capability to support military operations in 
a limited-war situation. The present military transport capability 
is marginal to the needs and is obsolete. The bulk of the heavy trans- 
port capability i is represented by a decaying fleet of C-124’s, the life 
expectancy of which is very short. The lack of production of C-124 
engines in itself limits the useful life of this fleet to the immediate 
future. The only follow-on modern airlift potential to support a 
waning C-—124 capability is to be found in the projected procurement 
of 50 C—133 aircraft, of which approximately one-half are currently 
in the inventory. Support aircraft under military procurement have 
historically suffered because of the direct competition with combat 
weapons systems procurement. This condition has created the obso- 
lete military transport capability which we have today. The sophisti- 
cated firstline weapons systems of today and tomorrow strongly sug- 
gest that the support aircraft requirements will continue to be plagued 
by a very low procurement priority. 

It is our conviction that an effective cargo fleet responsive also to 
pure military requirements can be generated outside the military 
budgets, thus avoiding the direct competition with weapons systems, 
which condition guarantees an in: idequate cargo support fleet. 

We contend that the military cargo fleet should be limited to the 
so-called “hard core” requirements, “that is, military cargo aircraft 
used in direct support of the execution of military emergency war 
plans. It follows that routine cargo support could be provided from 
outside the military in both peace ‘and war. This presumes that the 
military would have guarantees that the national cargo potential, 
when achieved, would be instantly and wholly responsive to the mili- 
tary needs, on a timely basis. An essentially commercial cargo fleet 
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would, in the interim, support itself without representing a substan- 
tial tax burden with our economy deriving benefits from its day-to-day 


operation. 
ECONOMIC 


The Federal Aviation Agency believes that the economic impli- 
cations of an in-being national cargo fleet are most significant. 

As of this date, one aircargo ope rator is finalizing an arrangement 
with a Canadian aircraft manufacturer to purchase up to 15 all-cargo 
aircraft. This aircraft is an advanced turboprop design which will 
have the capability of supporting 3.5-cent ton-mile direct operating 
cost and a user cost of approximately 10 cents per ton-mile. This rate 
is not only competitive with other modes of transportation but is sig- 
nificantly lower than any cargo aircraft currently under development 
in the United States. The guaranteed efficiency of the airplane, 
coupled with a Canadian Government loan guarantee up to 80 percent 
of the investment, will constitute a technical and financial break- 
through of national consequence. 

There appear to be several very important implications in this 
program. ‘The creation and manufacture of this extremely efficient 
and capable aircraft by Canada emphasizes the progressive attitude 
of the Canadian aircraft industry. The operational success of this 
aircraft will place Canada in an enviable position in the cargo indus- 
try throughout the world. The potential aircargo market will, we 
believe, “explode” immediately after the introduction of this aircraft. 

The U.S. policy of assisting in the development of the underde- 
veloped areas of the world requires our achieving a similar capability. 
Most of the underdeveloped areas remain underdeveloped because of 
lack of adequate transportation systems. The aircraft, operating in 
a medium that is common to both sea and land, appears to be one 
really feasible way of aiding in the development. of those areas with 
minimum capital outlay. 


PSYCHOLOGICAL AND POLITICAL 


The economic considerations noted above will have a bonus effect 
in the area of the psychological competition for uncommitted areas 
of the world. U.S.-flag carriers, unlike surface or sea tr ansportat ion, 
can operate in the most remote areas of the globe. Supply missions, 
mercy missions, and similar beneficial psychological efforts could be 
facilitated by the existence of a national air cargo fleet with a global 
capability. Underdeveloped and uncommitted countries are without 
exception most susceptible to access by air. This is patently not so 
with other means of transportation. The State Department's efforts 
in this field may well be assisted by a global aircargo capability. 
Routine commercial intercourse and show-of-fl: ag activities would un- 
doubtedly enhance the prestige of the United States in these areas 
which, as a matter of national policy, we desire to orient toward free 
world aspirations. This capability alone may justify the creation 
of this global airlift capability. 

Underlying the national and international benefits which would 
accrue to the United States as a result of the operation of a global 
aurcargo fleet. is the fundamental technological fecal hives which 
would permit expansion of our own national economy. 

41501— 59 14 











204 MILITARY AIR TRANSPORTATION 


The Post Office Department continually seeks a more efficient maj] 
distribution system, responsive to the tempo of today’s society. Fast 
reaction time is essential to the postal system. It goes without saying 
that the Department also wishes to accomplish this in the most ee. 
nomical manner. 

In summary, the creation, operation, and 8 ene of the po- 
tential of a truly economical and capable global cargo fleet would 
provide a national resource that could be laced in direct support of 
national policy in both the domestic and international fields. We 
are at present in a most unfavorable position in both the design and 
manufacture of a true cargo aircraft capable of producing low ton. 
mile cost to the users. 

It behooves the U.S. Government to stimulate by the most appro- 
priate means the development of this capability. It appears likely 
that given the development of a suitable aircraft, minimum Govern- 
ment activity and maximum private enterprise could produce the re- 
quired capability at the least cost to the taxpayer and greatest benefit 
to the Nation’s economy and welfare. 

We feel that with the exception of certain outsized, and sensitive 
cargo, the characteristics of most routine military cargo are compatible 
with commercial cargo. We are currently attempting to establish the 
degree to which this is so. If, as we suspect, the bulk of military 
and commercial cargo is more or less common as to characteristics 
(dimensions, weight, and density ), joint selection of a capable aircraft 
would be facilitated. (See p. 213.) 

As we view it, the availability or development of a really economical 
and uncompromised all-cargo aircraft adaptable to the common mili- 
tary and civil needs is the key to this program. 

In this respect we are developing, in cooperation with the Depart- 
ment of Defense, Civil Aeronautics Board, Department of Commerce, 
Post Office Department, and industry, the characteristics of an opti- 
mum cargo aircraft. 

We have also met with representatives of both the Department of 
Defense and the National Aeronautics and Space Administration, 
and have adopted procedures which we hope will lead to the joint 
development of the operational requirements of an all-cargo aircraft. 
In general terms, the range and flexibility of such an aircraft would 
need to be such as to permit global operation without use of interme- 
diate island bases, be capable of operating from small unsophisticated 
airports, employ a minimum of high-cost and high-maintenance inte- 
gral systems, and capable of being routinely operated at a direct 
operating cost of 3.5 to 4 cents per ton-mile. This latter capability 
would provide aircargo service to the user at about 10 cents per ton- 
mile. This is considered to be a very economical aircargo charge. 

Interview with one successful aircargo operator suggests that if an 
aircraft of this capability with a cargo capacity of approximately 
75,000 pounds payload were to become available, many commercial 
operators would purchase and employ the aircraft without delay. | 

We believe the National Government should participate directly in 
the program only to the extent absolutely required to make the crea- 
tion and operation of a national aircargo fleet possible. We are pro- 
ceeding with our studies on this basis. 
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We hope to be able to show that a common national aircargo fleet 
operated by commercial carriers could serve the needs of both the 
military and commercial users in peace and war, and at the same 
time be essentially self-sustaining. 

We anticipate that Government assistance in the area of guaranteed 
loans and perhaps in contribution to development costs of a suitable 
aircraft would be all that would be needed to assure the healthy crea- 
tion and operation of a national aircargo fleet with the ability to 
foster national objectives on a global basis. _ 

Mr. Houtrtevp. General Quesada, that is quite a stimulating piece 
of testimony. It brings up some very important points of national 

licy. 

Mr. Quesapa. Yes. 

Mr. Hourrrecp. Of which we are partly aware in this committee. 
You spoke of the development of an aircraft by the Canadians. We 
are aware of that particular aircraft. I understand that operation, as 
you say, is being encouraged by the Canadian Government through 

uaranteed loans. 

Mr. Quesapa. For export, it is; yes, sir. 

Mr. Houirrecp. For export. Here is a case where the American 
manufacturers are faced with the competitive factor which is pretty 
important. If the Canadian Government is financing a commercial 
operation, and in the United States there is a lack of Government 
financing, why they are up against pretty stiff competition in that, 
aren’t they ? 

Mr. Quresapa. The competition would be great. I would like to 
emphasize, Mr. Chairman, to assure this is in the proper prospective, 
that the financing in this case in which the Canadian Government is 
participating is confined to export. 

Mr. Houtrrevp. I understand that. 

Mr. Quesapa. We similarly have the Import-Export Bank which 
also finances exportation of our products, too. 

Mr. Houirrep. This is ona fairly even level ? 

Mr. Quesapa. This is on a fairly even level, to be honest about it. 
I want to make sure you understand. 

Mr. Houirtevp. I am glad you brought that point up. I think it 
needs to be developed. In your general discussions here, are you sug- 
gesting direct subsidy or aid in financing and development. 

Mr. Quesapa. Sir, I am psychologically opposed to direct sub- 
sidy. I am convinced that if this airplane could be developed, and 
it were developed from the very time pencil were put to paper to serve 
an all-cargo purpose, it wouldn’t need subsidy. 

Mr. Houirrevp. Is it possible to develop a type of plane which 
could be used for cargo purposes by the military and also by the 
commercial people, the same plane ? 

Mr. Quersapa. I think it 1s, and we feel, as I indicated in my re- 
marks, that there is an abundance of cargo that the military transport, 
which is similar as to size and density to the aircargo being shipped 
by commercial users of aircargo. They are cubic boxes. They are 
conventional-size pieces, and this airplane could serve both a com- 
mercial and military purpose. I must emphasize, however, that in 
my opinion there is a requirement for hard-core military airlift such 
as to carry and lift military articles. 
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Mr. Houtrieip. Outsize ? 

Mr. Quesapa. Outsize. 

Mr. Houtrrevp. Or unusual types? 

Mr. Qursapa. Unusual types that the commercial field does not 
generate. There is a military requirement for them outside of the 
conventional-size cargo. 

Mr. Horirtetp. There is no reason why a general cargo plane could 
not be developed and the costs of development borne in greater propor- 
tion by the Government, and a contract that would include the build- 
ing of say 50, or 60, or 100 of these planes in which both Government 
and private industry could participate in taking the end product? 
There is no reason why that couldn’t be done so the development cost 
could be spread over the whole number of planes; is there ? 

Mr. Qursapa. I take the offensive. I think there is reason why it 
could be done. I think it can be done. It is within our grasp today. 

Mr. Rorack. On this point that you discussed with the chairman, 
the committee recommended in its report last year that— 

The Military Air Transport Service should concentrate on outsize and special- 
cargo traffic and technical missions, leaving to the civil air carriers the primary 
responsibility for the transportation of passengers and the more conventional 
kinds of military cargo. 

I take it your testimony is in accord with that? 

Mr. Quesapa. It is in support of that. However, at one point in 
my testimony I attempted to emphasize that if the development of 
this cargo fleet by commercial interests is to serve a military purpose 
in war or something short of war, there must be some assured way 
that it can be used by the military services when these conditions 
occur. It can’t be a haphazard or vague arrangement. It has to be 
something more assured. 

Mr. Ropack. Are you stating in your testimony that the military 
requirements for a convertible aircraft, passenger and cargo, inhibits 
the development of an all-cargo aircraft? Is that implicit or explicit 
in your testimony ? 

Mr. Quesapa. Let me get that. Say it again. 

Mr. Rosack. That the military requirement for convertible pas- 
senger-cargo aircraft inhibits the development by the military or under 
military sponsorship of an all-cargo aircraft ? 

Mr. Quesapa. What inhibits the development of all-cargo aircraft 
in the military field is that the development courses are so competitive 
with weapons systems that the cargo plane gets secondary considera- 
tion. 

Mr. Rorack. I understand that, and that, of course, is always the 
problem before the military and others. Does it also follow, and 
is it your belief, that the military are not interested in the development 
of an all-cargo aircraft because the way they put their requirement 
for it, they want an aircraft that must be convertible and therefore 
limits the emphasis you can give to maximum operational efficiency 
for cargo traffic ? 

Mr. Quesapa. I understand your question now. The military de- 
sire to get a dual use from an airplane to serve cargo and passenger 
purposes jointly results in a very, very inefficient aircraft for cargo 
purposes. As soon as you attempt to compromise the airplane to 
serve the two purposes, you automatically and immediately make it 
a relatively inefficient airplane for cargo purposes. 
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Mr. Rosack. I want to suggest this further thought, Mr. Quesada, 
in line with your statement that the military should concern itself 
with direct and rather specialized kind of requirements. Is it not 
the case that the combat commands of the Air Force have attached 
to them aircraft which presumably perform these missions; and by 
specializing in that field, you really would not need a MATS opera- 
tion? In other words they don’t depend on MATS for certain very 
special and immediate kinds of requirements. You are talking about 
direct support requirements. Each Air Force command has its own 
direct support aircraft. 

Mr. Qursapa. As I understand it, the varying commands do have 
their own—have aircraft assigned to them to provide them with 
direct support. 

Mr. Rosack. Right. 

Mr. Quesapa. As I understand, MATS serves the function of 
augmenting that airlift as need arises. 

Mr. Ropack. That is right. I was raising the question whether, in 
line with your statement about direct support, MATS would become 
superfluous if the proper emphasis were given to civil carriage. 

Mr. Quxsapa. I could visualize aircraft of this hard-core-type being 
in MATS as a means of switching this capability from one command 
to another, but I would hope that eventually the requirements other 
than the hard core could be met by the development within the com- 
mercial field which at the same time is available for a military use 
when emergency arises. Do I make myself clear on that? 

Mr. Morean. This in effect would ultimately reduce the size of 
MATS, would it not? 

Mr. Quesapa. It would. 

Mr. Rozgack. You referred in your testimony to a belief on your 
part that a large share of military cargo could be carried on com- 
mercial aircraft. Now, the committee was concerned and aware of 
that problem, and I believe one of the recommendations was addressed 
toa Joint Chiefs of Staff study, which was undertaken. Are you 
familiar with that effort ? 

Mr. Quesapa. I think General Cooper would be more familiar with 
It. 

Mr. Rosack. Are you making a study independent of the Joint 
Chiefs’ study of the types of cargo that are required to be carried 
under the military ? 

General Cooper. We have asked the Air Force to give us this list 
of requirements that are common to both the military as well as to the 
civilian movement of commodities throughout the world, and also 
domestic. 

Mr. Rornack. Are you analyzing the specific traffic flows to see what 
kind of cargo is carried / 

General Cooper. We have not gotten that far. We think this should 
be done. 

Mr. Rosack. You recognize that you are asking for information 
from an interested party here ? 

General Cooper. Yes. 

Mr. Rosack. You understand that ? 

General Coorrr. We have tried to find out from disinterested par- 
ties, the Paul Cherington report was on an international basis of what 
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would be the cargo movement at a fixed price of 12 cents a ton-mile, 
We have contacted the aircargo industry. We have also contacted 
institutions such as Rand Corp., to find out if they had studied this, 
We have not yet arrived at a suitable answer. 

Mr. Rozacx. Do you intend at some time soon to have a report on 
this subject ? 

General Cooper. Yes. 

Mr. Rozack. Will you make that report available to the committee? 

Mr. Qursapa. Yes. 

Mr. Ropack. You are aware, Mr. Quesada, and in fact I believe you 
informed us informally, that the President requested Secretary 
McElroy to study the MATS role in peace and war. That is a sub- 
ject of some discussion. Can you enlighten the committee as to what 
studies have been undertaken outside the Department of Defense which 
are in accord with the committee’s recommendation that the earlier 
report of the Air Coordinating Committee be updated ? 

We had recommended that the new agency which was under the 
President’s direction, namely, the Office of Civil and Defense Mobiliza- 
tion, OCDM, sponsor this study on the theory it had mobilization 
responsibility. Now there seems to be either a lack of resources or 
perhaps a difference of opinion as to the appropriate division of labor 
in this particular field. So there doesn’t seem to be much effort under 
the sponsorship of OCDM. Can you tell us whether a study of civil 
air policy is being made on the civil side of the Government ¢ 

Mr. Quesapa. To get back to the report that the President asked 
Mr. McElroy to submit, which is the first point you mentioned, my 
belief is that that report has not as yet been submitted, and that it is 
under preparation. 

Now, in respect to revising the so-called air policy statement that 
came out, if I recall correctly, in 1956. 

Mr. Ropack. 1954. 

Mr. Qursapa. 1954. We are reviewing it—to be brutally frank— 
this is our first effort in this direction. We have existed for 4 months 
now. We are giving serious consideration, serious attention to the 
establishment of national aviation policy. We consider this to be 
one of our major tasks and this is basically our first effort. 

Mr. Rogackx. You are referring now to the Federal Aviation 
Agency ? 

Mr. Quesapa. Yes; I am. 

Mr. Ropack. You are the Administrator of the Agency ? 

Mr. Quesapa. I am. 

Mr. Ropack. Are you also acting in the role of adviser to the 
President on aviation affairs, or has that position been terminated?! 

Mr. Quesapa. I am no longer Special Assistant to the President 
for aviation. However, he has instructed me as an Administrator of 
an agency, to use my agency where appropriate in that role. 

Mr. Rosacx. But in any event you construe, and are pursuing, this 
type of study as within the interest and the jurisdiction of your spe- 
he agency recently created by the Congress? 

Mr. Quesapa. We do, and this was recommended in the Curtis re- 
port. We feel it is inherent in the law, the Federal Aviation Act of 
1958, and we are assuming this role. 
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Mr. Rozacx. I want to, with the committee’s permission, address 

myself for a moment to a matter of related interest, and that has to 
do with the aircraft safety. Now, is that within your field or juris- 
diction ? ; ; 

Mr. Ques sapa. Definitely. It is one of our major roles. 

Mr. Rosack. Could you advise the committee at this point as to 
the status of studies about the adaptability of the SAGE system for 

acetime aircraft control ? 

Mr. Qursapa. Yes, I can. We have now negotiated an agreement 
with the Department of Defense, I would say 6 months ago, and it 
was signed by the Acting Secretary of Defense, and signed by the 
Secretary of Commerce, the CAA at that time being in the Depart- 
ment of Commerce. That agreement provides for the sharing to 
the maximum extent feasible of the surveillance system which is 
radar, that is a part of the SAGE system, and the data processing 
facilities that are inherent to the SAGE system, and their com- 
munication system, which is a very extensive and costly system. We 
can share that with them and they can share our facilities. That 
agreement, has been established and I would be glad to send up a 
copy to you. Now, beyond that, and since that agreeme nt, and since 
the Federal Aviation Agency came into being, we have in pursuit 
of the agreement gone so far as to having identical geographic 
boundaries that are applicable to the air defense purposes, and ap- 
plicable to the purposes of air traffic management. We jointly re- 
arranged our boundaries, geographic boundaries so that they are 
identical, not contiguous but identical. We are putting our so- called 
en route air traflic control centers adjacent to and sometimes in, or 
theirs in our, either way, with thier combat centers. And we have 
a group that is centered basically in the Boston area where the 
Lincoln Laboratory is centered, that is developing the techniques 
that will be applied to the sharing of this information. Our re- 
search and development program is designed on the assumption that 
these systems will talk to each other in machine language, and we feel 
that this is a very constructive program. 

Mr. Rosack. In view, Mr. Chairman, of the frequent criticism of 
the heavy investment in the SAGE system, which is considered by 
many as obsolete for air defense purposes. I think it is important 
that we inquire into this matter, and we will probably have to pursue 
it more intensively, staffwise, and advi ise the committee. 

(The agreement referred to follows :) 


THE WHITE HOoUsE 
WASHINGTON 


AGREEMENT RELATING TO JOINT Use or CERTAIN FACILITIES BY THE DEPARTMENT 
OF COMMERCE AND THE DEPARTMENT OF DEFENSE 


It is becoming increasingly clear that there are certain basic similarities in the 
processes essential to an effective semiautomatic air traffic control system and a 
semiautomatic air defense system. Each requires: (1) surveillance ; (2) data 
processing; (3) situation display; (4) communications (ground to ground and 
ground to air); (5) identification; (6) operating personnel; and (7) human 
decision. 

It is equally clear, however, that effective air traffic control and air defense 
systems must each normally maintain their separate identities, individual func- 
tional integrity and separate management. The management of air traffic by the 
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Department of Commerce, an appropriate function of that Department, except 
for military necessities, is essential to commercial and private aviation and the 
military establishment. 

It is also clear that the facilities essential to air traffic control and air defenge 
are comprehensive, highly complex and costly—facilities that are costly to de 
velop, costly to produce, and costly to operate. The facilities and equipment es. 
sential to each function are, in some instances, complementary, in others dupli- 
cating, while still in others, unique to each. 

The objective of this agreement is avoidance of duplicating facilities, equip- 
ment, and overlapping functions; increased capability of each function; and, ap 
air traffic control system functionally compatible with the Nation’s defense faeijj- 
ties in peace and war. 

It is mutually agreed, to this end, by the Department of Commerce and the 
Department of Defense that each will make its respective surveillance, data 
processing, situation display, communications, and identification processes anq 
facilities mutually and fully available for the early attainment of the objective 
above. 

It is also mutually agreed that the Airways Modernization Board will initiate 
and conduct a vigorous program of systems analysis, common equipment design 
and experimentation to define more precisely where and how this free exchange, 
each to the other, can be practically applied. 


JANUARY 9, 1958. 

SINCLAIR WEEKS, 

Department of Commerce. 

DONALD A. QUARLES, 
Department of Defense. 

Mr. Houirieip. The Chair would like to say that this committee has 
a great deal of confidence in you as the Administrator, and in the 
capability of this Federal Aviation Agency to bring some order out of 
what has been a little bit chaotic in the past. We think you havea 
great opportunity to do a real job for the national interest here. One 
of the points which you bring out on page 3, vou say it follows that 
routine cargo support could be provided from outside the military in 
both peace and war. This presumes that the military would guar- 
antee the national cargo potential would be instantly and wholly re- 
sponsive to the military needs on a timely basis. 

Personally I think that is a good philosophy. A few years ago 
this committee was over in Russia and we noticed that practically 
everything they have in the way of transportation over there is mod- 
eled for a dual purpose. Their trucking industry, we observed, con- 
sisted of essential military-type trucks that were being used for the 
ordinary peacetime use of carrying cement and potatoes and any other 
type of cargo, but they certainly were modeled right along the line of 
our military trucks and apparently could be instantly shifted into 
military function in case of need. In this day when we have such a 
tremendous defense budget, amounting to some 60 percent or more of 
our total budget, if there are any defense expense areas which can have 
a dual purpose, or can eliminate duplication between the military and 
the civilian equipment, it seems like it should be pursued. 

This brings us to something which we have been interested in, in 
connection with the MATS operation, called the Civil Reserve Air 
Fleet, which I think, and I am sure my colleagues do, too, fits into this 
general concept that we are speaking of, of making available without 
extra Government expense, a tremendous reserve for cargo capability 
in time of war. It goes right along with the philosophy expr 
through your whole speech, of developing something by coordinate 
action between the Government. and industry which could be used in 
this sense. I would like now to explore your interest in the building 
up of a CRAF program. 
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As we see it, there is quite a bit of lip service to this concept, but 
the pattern looks to us as though it is going to go down in the next 
few years in terms of ton-mile capacity rather than up. 

Mr. Rreneman. Mr. Chairman, may I say, if I interpret the gen- 
eral’s statement here correctly, I think that is exactly what he is try- 
ing to say to us, that he wants to see the CRAK program that we 
are interested in built up and turned over to the commercial operators, 
and that portion of the military transport turn over to military where 
it is iitilintely essential to the military program, and that this cargo 
fleet that has been so aptly described in this statement here be tied 
in with the program thatwe are thinking about, and that is the CRAF 
program. . Mee 

Mr. Qursapa. Well, sir, I hope I won’t offend you. 

Mr. RreutMan. You won't offend me abit. Iam seeking informa- 
tion. 

Mr. Quespa. We wish to extend the philosophy beyond the CRAF 
program. 

Mr. RreuiMan. I can understand that, too, sir. I can see that. 

Mr. Quespa. In my opinion there is a fundamental weakness in 
the CRAF program, in that it does not give to the military establish 
ments a degree of assurance that I think it is entitled to before it 
elects to put this requirement into commercial hands. Now, under 
the terms of the CRAF program, American Airlines, as an example, 
spends its money, its resources, and risks its capital, and business 
equipment. ‘There is no person assuming any risk other than Ameri- 
can Airlines. They then own this equipment and then the conditions 
are that the Military Establishment and American Airlines are then 
dealing at arm’s length with one owning it and the other attempting 
to bargain a contract. As a result, we have no contracts except one. 
The firsts CRAF contract came into being only a few weeks ago after 
7 years of endeavor. 

Mr. Horirvp. And you might say by the boosting of this com- 
mittee. We encouraged them to put these facts of availability and of 
relations between the carriers and their employees, and relations be- 
tween the carriers and the Defense Department into firm terms of 
contract so that we would not be in never, never land. 

Mr. Qursapa. A CRAF contract under those circumstances will 
be a very difficult thing to negotiate, and it will continue to be. The 
program that we are attempting to develop is one in which, if this 
aircargo fleet comes into being, and the Government. assists, that 
the private interests exchanged for this assistance, the guaranteed use 
in the event of war, so this problem is solved by the very existence 
of the fleet, as an example, in exchange for a guaranteed load. 

Mr. Horitrteip. And a firmer obligation on the part of the carriers 
or operators to the Government for this governmental function / 

Mr. Qursapa. I would say a firm—not firmer—a firm to the 
absolute sense. 

Mr. Rosacx. When this committee started into this investigation, 
the predicate of the buildup of the CRAF was the incentive provided 
by Government allocation of procurement to civil carriers. You are 
saying that is not a sufficient incentive, that you need other incentives 
which impose a reciprocal obligation on the part of the carriers more 
strongly than merely having the availability of some Government 
business. 
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Mr. Quesapa. That is correct. There is no incentive now. The 
industry is a healthy, vital, and virile industry. They have enough 
credit to go out and buy the aircraft on their own, and that is good, 

Mr. Rosack. And the circumstance is that, you might say, the 
least healthy sectors of the industry are the ones that contribute to 
CRAF the least, but need the most Government business. 

Mr. Quesapa. At the moment. 

Mr. Morean. Mr. Quesada, is it not a fact that the Defense Air 
Transportation Administration still resides within the Department 
of Commerce? 

Mr. Quesapa. It does. 

Mr. Morcan. Why was this Agency not transferred to your new 
Agency ? 

Mr. Quesapa. It embraces things other than aviation in the first 
instance, and in the second instance we haven’t even gotten around 
to talking to them because we had so many burdens we couldn't 
do it. 

Mr. Morean. What role does your Agency play in the CRAF 
program ¢ 

Mr. Quesapa. Well, we have no active role in the CRAF pro- 
gram except to say that the Department of Defense and the Depart- 
ment of Commerce always consult us on anything relating to avia- 
tion and the transportation field. 

Mr. Morean. What responsibilities does DATA have other than 
air transportation? Their name would imply they have only air 
transportation responsibility, defense air transportation. 

Mr. Quesapa. Yes, I think that is quite true. I think the best way 
to answer your question, we just haven’t gotten around to it. We 
can’t do everything at once. 

Mr. Mocran. Do you feel this Agency should be under your 
Agency ? 

Mr. Quesapa. I think it might well be; yes, sir. If this concept 
were developed, certainly it should be. 

Mr. Ropack. Actually, it is only a kind of paper agency now? 

Mr. Quesapa. Yes, sir; it is. I] never make an issue of it. I have 
enough issues for a while. 

Mr. Morean. Do you feel the 10 percent allocation of military cargo 
requirements for fiscal year 1960 is sufficient to procure the new alr- 
craft that you mentioned to modernize your fleet ? 

Mr. Qursapa. I would say it would have to be something more than 
that. I am a little hesitant to give you a specific answer. 

Mr. Morean. Testimony was received from the Air Force that 
under their program for fiscal year 1960 they have allocated 10 per- 
cent of their total cargo requirements for commercial augmentation. 

Mr. Quesapa. That will certainly encourage the commercial op- 
erators to use some of their own obsolete equipment for aircargo pur- 
poses, which is basically a passenger configurated airframe adopted 
to aircargo purposes. It will certainly encourage that and will bea 
great help to them. 

Mr. Morean. You said there should be more than 10 percent to 
offer sufficient encouragement for further modernization ? 

Mr. Quesapa. I feel if this concept could become reality, the serv- 
ices would then put considerably more than 10 percent, even if for 


no 
on 


pro- 
Part- 
avila- 


than 
y air 
way 
We 
your 


icept 


have 


argo 
alr- 


than 


that 
per- 
‘ion. 
op- 
pur- 
noted 
be a 


t to 


arv- 
for 


MILITARY AIR TRANSPORTATION 213 


no other reason than the fact that the cost would come down on the 
one hand and you would have a reserve fleet on the other. 

Mr. Morean. Is your agency acting as an adviser, or acting in any 
capacity, on the problem of drawing up the new procedure for acti- 
vating CRAF? 

Mr. QuesapA. No, we are not. 

Mr. Rreu_Man. I would concur in what you have to say, Mr. Chair- 
man, in respect to General Quesada’s presentation here today. It is 
an encouraging outlook. 

Mr. Houirtetp. We are very much interested in this whole subject, 
and as you develop these studies that have been referred to, if the V 
be forwarded to this committee, the members and the staff w ould ap- 
yreciate having an opportunity to study them. 

Mr. Quesapa. We will keep you informed, sir. 

Mr. Hori. I might say anything that we can do to further the 
success of your Agency along the lines that you have described here, 
certainly we will be gl: id to do. 

Mr. Quesapa. Thank you very much. 

Mr. HoutrieLtp. We w ill adjourn until 2 o'clock. 

(Thereupon, at 12:25 p.m., the subcommittee recessed to reconvene 
at 2 p.m. of the same day) 

(The following correspondence was subsequently received :) 


FEDERAL AVIATION AGENCY, 
Washington D.C., June 15, 1959. 
Mr. Earu J. MorGAN, 
Chief Investigator, 
Military Operations Subcommittee, 
Washington, D.C. 

Deak Mr. Morcan: During an appearance before Mr. Holifield’s committee, 
Mr. Quesada, Administrator, Federal Aviation Agency, was asked to determine 
and advise the committee the degree to which routine military cargo is com- 
patible with commercial cargo. 

In pursuing this effort to establish this degree of consistency we have found 
that the various criteria and assumptions made by different agencies directly 
affects the outcome. However, all determinations tend to support the conclu- 
sion that the great bulk of military routine traffic is not unique and has es- 
sentially the same dimensions and density as general commercial cargo. 

The definition of ‘“outsized’”’ as used by the military and as applied to air 
cargo means that cargo whose dimensions do not permit its being loaded through 
the door of a DC-6B (C-—118). 

Recent information obtained from a briefing on air cargo aircraft by mem- 
bers of the Air Staff concluded that 95 percent of MATS routine cargo can be 
accommodated in a C-54 (DC-4). Other estimates have indicated that only 
1 percent of military cargo possesses unique characteristics. 

We, therefore, have concluded that for practical application 95 percent of the 
routine military cargo can be accommodated in any reasonably capable cargo 
aircraft designed to commercial criteria. 

A joint study between the Federal Aviation Agency, the Department of De- 
fense, and the National Aeronautics and Space Administration is currently being 
established. This study will, we hope, be more definitive as to the actual degree 
of compatibility between routine military cargo and routine commercial cargo. 
We will advise you of our findings. We hope this can be established within 
30 days. 

Sincerely yours, 
Marcus F. Cooper, 
Brigadier General, USAF, Assistant Administrator 
for Plans and Requirements. 
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AFTERNOON SESSION 


Mr. Houtrieip. The subcommittee will be in order. 

As most of this is a matter of getting information on the record, we 
will proceed without delay. Our subcommittee members will come 
in as they can get away from their present duties. 

Mr. Rosack. We want to discuss this afternoon, for the first, part, 
the industrial fund operation. 

Will you read into the record those MATS controlled activties 


which are funded and those which are not funded by the industria] 
fund? 


FURTHER STATEMENT OF HON. PHILIP B. TAYLOR, ASSISTANT 
SECRETARY OF THE AIR FORCE (MATERIEL) ; ACCOMPANIED BY 
EDWARD J. DRISCOLL, OFFICE OF DIRECTOR OF TRANSPORTA- 
TION, HEADQUARTERS, USAF; AND COL. EARL C. HEDLUND, 
DEPUTY DIRECTOR OF TRANSPORTATION, HEADQUARTERS, 
USAF 


Colonel Heptunp. In the broadest sense, the only MATS controlled 
activities which are industrial funded are those associated with the air 
transportatien function. 

This precludes the application of the industrial fund to the ancillary 
responsibilities of MAY S; for example, the Air Weather Service, the 
Airways Communications Service, the Air Rescue Service, the Air 
Photographic and Charting Service. 

Within the air transport function, the costs of capital equipment; 
the costs of military manpower wages are not recovered through the 
industrial fund process. 

Mr. Rozack. Are there any transport functions of MATS which are 
not funded ¢ 

Colonel Hepitunp. No—well, just a moment. I stand corrected. 
There are two squadrons of 124’s in FEAF and there is a small number 
of aircraft in USAFE which are not involved in the industrial fund 
as of this time. 

There is also, as you understand, I believe, the air evacuation mis- 
sion, the airborne training mission, and the special air missions fleet 
which are both supported in toto by Air Force funds, and not by the 
specific user. 

Mr. Ropack. Special air missions are not part of the fund itself? 

Colonel Hepitunp. The special air missions fleet is a part of the 
fund, but the individual users do not pay for using it. For instance, 
the Army does not pay for their use of the special air missions fleet. 
It is all funded by the Air Force into the industrial fund. 

Mr. Rosack. As far as the fund is concerned, the Air Force is the 
customer and the others are the actual users ? 

Colonel Heptunp. That is correct. 

Mr. Rorack. Now since the fund has customers who make demands 
on MATS and pay into the fund for services rendered, how mucii 
choice do the customers have in determining the use of MATS airlift! 

Colonel Heptunp. You mean as to whether they would use MATS 
as opposed to a commercial common carrier ? 
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Mr. Rosack. Well, that is part of the question. The other part of 
the question is as to the categories, what is eligible. Does MATS have 
any part in determining the eligibility of cargo and passengers for 
airlift ? 

Colonel Heptunp. No. 

Mr. Ropack. As far asthe customer is concerned ? 

Yolonel Heptunp. No. MATS does not have any responsibility 
with respect to determining what is air eligible. 

This is a responsibility of the shipping service. 

Mr. Ropack. Now, do you have any recommendations that emanate 
from MATS as to cargo that is not airlift quality, let us say? 

Colonel Heptunp. Well, I just said that MATS has no basic re- 
sponsibility for determining air eligible cargo, but they do, we feel, 
have a supervisory responsibility when they obviously note something 
that is offkey as it were, with respect to being shipped by air. Mis- 
takes do occur and they have, from time to time, called attention of 
suspect Shipments, to the individual services. But the final responsi- 
bility is with the shipping service, the one who has the funds. 

Mr. Hortrtecp. Let me ask you this. Let us assume that 20 tons 

of cargo is generated by the Army and they want to carry it to New- 
foundland. Maybe it is not a priority; it is not a cargo that is needed 
up there in a hurry. Maybe it is needed in 60 or 90 days and it could 
go by MSTS. 
Is there any kind of control that would say, “Well, this is not air- 
lift-type cargo. It could just as well go by cheaper form of trans- 
portation, by boat, either commercial or Government,” and that 
therefore this should be shipped in that way rather than by MATS 
service ¢ 

Who controls that decision? Do you control it or do they have 
some kind of a board or person who is in the using service that im- 
poses certain standards for everybody ? 

Colonel Heptunp. This determination, sir, is essentially an indi- 
vidual service determination and this is the task of the transportation 
people to make these traffic management decisions as to what is the 
best method of moving cargo overseas in order to meet the time period 
required and the play back and forth of the monetary aspects of the 
various modes as Opposed to the need at destination essentially de- 
termines the method which is to be used. 

Again I reiterate it is an individual service responsibility. 

In the Air Force, this is essentially an Air Materiel Command re- 
sponsibility, which command ships most of our cargo overseas, 

We have very positive criteria against which they determine which 
mode to us and how soon it is needed overseas and that sort of thing, 
as the three services do have. 

Mr. Rosack. You do have criteria in the using service against 
which all cargo is screened ? 

Colonel Heptunp. Yes. 

Mr. Ropack. Since the fund has been established, have there been 
any discernible differences in the pattern of airlift use which are 
attributable to the fund ? 

Colonel Heptunp. This is a difficult question to answer. I think I 
mentioned the other day that the anticipated cargo requirements 
which were included in the annual budget of the three services did 
not always develop as we went into the operating year. 
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This might have been as a result of inaccuracy in forecasting, ] 
might have been a pressure as a result of the dollar cost associated 
with airlift. 

We have seen a little tendency for requirements to fall off under 
the industrial fund. 

Mr. Rozsacx. The Air Force’s position is that the other services 
lag behind in their appreciation of the economies of airlift, generally 
speaking. ; 

Now, does the establishment of the fund run counter to the assumed 
or demonstrated economies in airlifting ? That is to say, because 
you have to pay for it as a using service, you watch it more carefully 
and do less of it ? 

Colonel Hepitunp. We watch it more carefully in the Air Force 
and I will only speak of the Air Force, but it has not fallen off to 
any discernible degree in the Air Force, and we don’t feel the fact 
that now we pay for our airlift influences us one way or the other 
with respect to the soundness of won decision to support our oversea 
forces in those air-eligible cargo area 

Mr. Rosack. Has it fallen off sotienadile.j in the other services? 

Colonel Hepitunp. Well, the falloff, overall, has not been really 
noticeable. , 

There has been a slight downward trend, but I think it is strictly 
temporary and it may “be as a result of many, many factors, and we 
still feel in the Air Force that we are going to see a continual growth 
of this sound principle of supporting « our forces in those high-value 
items more and more by air transportation. 

Mr. Rosacx. But is your testimony generally that there has been 
no significant or substantial change in the pattern of airlifting after 
the fund was established ? 

Colonel Heptunp. That is right. 

Mr. Ropack. Is there any measure of military airlift, necessary 
military airlift performed outside the MATS-funded operation? 
This is not only of MATS that I am now speaking. 

Colonel Heptunp. Not as an organized air transport mission. You 
talked yesterday of other forces which have transport airlift, but no 
organized transport function. 

Mr. Ropack. There is no measure, in other words, of how much of 
the total transport, military transport requirements are under the 
fund, so to speak. There is no way of measuring that. 

Colonel Heptunp. You mean of the percentage ? 

Mr. Rosacx. Looking at the total transport operations of the mili- 
tary departments, is there any way of saying how much of these are 
under the MATS industrial fund: what proportion or what degree! 

Colonel Heptunp. Are you speaking of the total transport function 
now? Are you speaking of the total of goods that are shipped by all 
media ? 

Mr. Ropsack. I am talking about all airlift performed in pursuance 
of military requirements, not funded by MATS. 

Colonel Heptunp. Well, those requirements we formally associate 
with supporting our forces overseas and which are fulfilled by the 
common user fleet are, of course, all taken care of by MATS, either 
through military or commercial. 
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The extent to which an organized transport force operates in addi- 
tion to that, we have none. There is, as you know, certain lift per- 
formed by LSS and SSS in the accomplishment of their specific 
missions. 

Mr. Rorack. That is not funded? 

Colonel Heptunp. No, sir. 

Mr. Rosack. There is no funding aspect of that lift now? 

Colonel Heptunp. No. 

Mr. Rosackx. Now, if MATS borrows any of that lift, is that lift 
funded 

Colonel Heptunp. As I indicated the other day, if there is some 
opportune lift from these other forces, it is not reimbursed. 

Mr. Houtrtevp. Is that an appreciable amount, that so-called oppor- 
tune lift ? 

Colonel Heptunp. I wouldn’t say so at all. 

Mr. Ropack. Is there any opportune MATS lift used by the other 
services that is not funded ? 

Colonel Heptunp. Not tomy knowledge, sir. 

Mr. Rosack. Does MATS have opportune lift in training missions 
that isavailable but not funded ? 

Colonel Heptunp. Oh, I suspect there are some MATS training 
flights from point to point on which there is space available for 
travelers and some space available for cargo which is not funded, and 
I don’t want to leave the impression that we do not have some space 
available, passenger traffic, which is not itself paid through a tariff 
rate. 

Mr. Rosack. In what sense or to what extent does the funding, 
customers’ funding, of their requirements determine the level of 
MATS operations ? 

Colonel Heptunp. To what extent does the customer funding deter- 
mine the level of the MATS operation ? 

Mr. Rowack. Yes. 

Colonel Heptunp. Well, it determines it almost completely in the 
peacetime phase, because the MATS performs only that peacetime 
lift which the customers request of it. 

So we make up the annual program on the basis of the three 
services’ peacetime requirements. 

Mr. Ropack. Well, the primary air mission of MATS is not related 
tothe industrial fund, is it ? 

Colonel Heptunp. No, sir. 

Mr. Ronack. Not related to the amount of business it would get 
from fund operation ? 

Colonel Heptunp. No. 

Mr. Rorack. Well, then, how is the primary mission of MATS 
funded to the extent that it is not covered by the funding operations of 
the industrial fund ? 

Colonel Heptunp. Well, we haven't really yet reached a position 
where this has posed a difficult problem, but it well may, and just to be 
sure that you understand me and I understand you, as it were, we 
must, of course, all remember that our major and single and important 
mission is to maintain the D-day posture. 

To do this, we must have a certain operating program, flying-hour 
program, if you will, in peacetime. 
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This is to give us our D-day posture, The extent to which we uge 
the lift, which is generated to give us this D-day posture, de ‘pends 
upon the extent to which the c sustomers F equest it. 

Now, if and when we reach the point where the customers in peace. 
time will not request, and as a result pay in suflicient money to the 
industrial fund to support these wartime flying hours or wartime. 
posture flying hours, then our peacetime operations will be deficient 
through the industrial fund in giving us our D-day posture and we 
will have to take a look at how to obviate this difficulty. 

Mr. Rozacx. To the extent that the funding does not support the 
prim ary mission, I mean to the extent that you do not get other 
finance ing than is provided by the fund, then the customer serv ices are, 
in a sense, subsidizing the primary mission of MATS, aren’t they? 

Colonel Heptunp. Well, if you are inferring that as the traffic falls 
off we would have to raise the price of the individual transportation 
unit in order to get the total dollars we need to maintain this wartime 
posture, I would suspect I would have to agree with you. 

Mr. Ronack. Either they are going to pay for operations which are 
over and above their airlift, or else you are going to have to have 
some other way of financing. 

Colonel Heptunp. Find some other way; that is correct. 

(The following clarifying information subsequently was received:) 

Hours flown by the military transport fleet to accomplish the flying-hour 
program which are in excess of those required for ferry, test, training, and to 
produce common-user airlift will be considered readiness flying hours. ‘These 
readiness flying hours will be scheduled and committed by Headquarters, MATS, 
with costs incurred thereby charged to Air Force appropriations, consistent with 
Department of Defense directives governing the operation of industrial funds. 

Mr. Rosack. Now, I asked about the pattern of airlift. Do you 
know whether the fund operation has affected the levels of require- 
ments in the services for airlift ? 

Colonel Heptunp. Remember now that we are still in our first year 
of fund operation, I would have to say no, not markedly, and even 
though there has been some little fluc ‘tuation among the three services, 
[ wouldn’t know that you could attribute it at all to industrial fund- 
ing. 

Mr. Rosack. For the MATS operations which are not funded, the 
Air Force funds for them ; does it not? 

Colonel Heptunp. That is correct. 

Mr. Rozack. Now, to the extent that those services are provided to 
the other departments, the other military departments, how does the 
Air Force determine charges for those services? I mean not charges, 
but how does it allocate those services ? 

Colonel Heptunp. I assume you are talking about the special air 
missions, and—— 

Mr. Rozack. Any service that is not funded by MATS. The fund 
is a way of allocating services by the ability of the customer to pay. 
Regarding the services which are not funded, how are those dis- 
tributed ? 

Colonel Heptunp. Take the air rescue, for instance, one of the tech 
services of MATS 

The Air Force funds and supports this in its entirety, but as a part 
of the Air Force mission, provides air rescue service for the other in- 
<lividual departments and other U.S. interests, worldwide. 
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This is just a part of our mission. We budget and fund for it, as 
Qe Rozack. In what sense, if any, does the industrial fund control 
the number or type of aircraft and support equipment that MATS 
requires! ; : 

Colonel Heptunp. I wouldn’t say that the industrial fund as such 
controls the type or number of aircraft and supporting equipment in 
MATS; remember that this goes back again to our D-day posture 
which in turn determines the type and numbers and overall capability. 

Mr. Rozvack. And does the same go for personnel, that is, the M A’ rs 
personnel are not determined in any sense by the funding operation ? 

— Heptunp. No. 

Mr. Ropack. Or the control of the fund ? 

Colonel Heptunp. No. 

Mr. Ropack. Is that true for other MATS resources? 

Colonel Heptunp. Well, MATS is like most other Air Force units, 
[ would say, including these other resources you speak of that we are 
in business for our emergency mission whatever it might be and we 
are funded and manned in order to support that emergency mission. 

Mr. Rozack. Do you identify costs that go into the fund? That 
is to say, do you carry in the fund a bookkeeping of costs that are not 
funded ? 

Colonel Hepttunp. I believe this is true; yes. That is, shall we 
say a Sti atistical cost; the expenses which are not recoverable through 
the industrial fund are “ \intained. 

Mr. Ropack. Well, does the area of the coverage of = » fund com- 
prise what is called the common-user airlift? I mean is that what the 
fund covers / 

Colonel Heptunp. Well, the fund, the industrial fund, is applied to 
theair transport function of MATS. 

This air transport function then is broken down roughly into three 
major compone nts: the common user He eT, the spec lal air missions, and 
theevacuation and medical evacuation mission. 

The latter two, as I indicated, are funded wholly by the Air Force. 
The first one, which may be broken down into two general areas, is 
funded by the user. These two general areas are the provision of 
common-user, channel-type traffic on generally a scheduled basis. 

The second one is a provision of special-mission-type lift whenever 
the services require a special pickup or special point of destination. 

These latter two types are funded back to the fund by the using 
service. 

Mr. Ronack. So that the attribute of common use doesn’t mean it 
is confined to the fund. Some common users are funded in it? 

Colonel Hreptunp. Yes; if you apply a common use to the fact that 
two different services use the same commodity, vour point is well 
taken. 

Mr. Rowack. Has the industrial fund had any effect on capability 
of MATS to provide airlift ? 

Colonel Heptunp. I don’t know of any major consequences in this 
area, 

Mr. Rowack. You tell us you have the problem of submitting esti- 
mates both for funding purposes and for appropriation purposes, I 
suppose, with regard to the civilian augmentation. 

41501—59 15 
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How do you go about making that determination ? 

Colonel Heptunp. Well, this, of course, the first approach must be 
on an annual basis and must be sufficiently in advance to meet the lead. 
time for budget presentation. 

We have to have both sides of the picture; the requirements side 
and the capability side. 

The capability is determined on the need for maintaining this war. 
time posture in numbers of aircraft at a flying-hour rate. 

This, in turn, determines our military capability. Now, switching 
over to the requirement side, we get advanced prognostications from 
the three services as to what they anticipate requiring and being able 
to pay for during the period in question. 

This requirement then is totaled up, applied against the military 
sapability. The difference between the two, in the best educated 
manner that we can approach it from, is then applied against a 
requirement to buy commercial airlift. 

‘This has been our overall policy. 

Mr. Ropsacx. The total requirements, are they determined in those 
operations covered by the fund ? 

In other words, are you talking about the difference between the 
requirements of the customer ? 

Colonel Heptunp. These are customer requirements in terms of 
pasenger or passenger-miles and tons, or ton-miles. 

Actually, they are broken down over all of the channels and areas 
of the world. 

Mr. Rosack. Well, does the requirement for unfunded operations 
have any effect on your determination of the civilian augmentation! 

Colonel Heptunp. No. 

Mr. Rorsack. That is not in the fund. Now, what effect has the 
reimbursement procedure under the fund had on the maintenance of 
MATS aircraft ? 

Colonel Hepitunp. On the quality of maintenance, is that your 
quest ion ? 

Mr. Rogack. That is right, and whether it has been more effective 
or less effective or had any effect at all. 

Colonel Heptunp. I have no information as to the fact it has had 
any effect one way or the other. 

Mr. Ropack. Now, are the troop carrier functions performed by 
MATS funded ? 

Colonel Heptunp. Yes. 

Mr. Ropackx. What effect has the fund had on troop carrier opera- 
tions? Has there been better utilization; has there been more effec- 
tive planning, or has it had any discernible effect at all? 

Colonel Heptunp. I don’t think it has had any discernible effect. 

Mr. Rosack. Now, what is the position of MATS with regard to 
embracing airlift operations not now in MATS? 

Does MATS believe that it could render a more effective operation 
if it had other aircraft resources / 

Colonel Hepiunp. I think it is fair to say that Headquarters MATS 
has suggested from time to time that we might well consider assign- 
ing some of the other air transport aircraft to MATS. ih 

Mr. Rozacx. Has MATS in that connection represented that civil- 
ian augmentation would be increased if MATS itself got more air- 
craft, or would that be decreased ? 
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Colonel Heptunp. I don’t know as there has been any particular 
reference to the degree of civil augmentation in connection with aug- 
menting MATS with other tri ansport forces. , 

Mr. Ronack. MATS’ statements in this regard have been with re- 

spect to the internal efficiency of the Air Force military operations ? 

Colonel HEDLUND. In the main, their position has been that of 
being able to do a better management task for the airlift forces, as 
a whole. 

Mr. Rosackx. Now, what operations are the tariff rates based on? 
Do the tariff operations cover all of those or only those used for the 
immediate transport 4 

In other words, you have the troop carrier function which is funded. 
Does tariff consider all these various operations ? 

Colonel Heptunp. The tariff is designed to recover into the fund 
those expenses which must be covered, and therefore applies to that air 
transport serv ice utilized out of the military air transport fleet, 
whether it be in these C-124’s which you refer to as troop carriers 
which are in the United States, or whether it is in the common-user 
channel of traffic fleet. 

The only segments where the tariff does not apply, generally speak- 
ing, is agains st the special air mission, the air evacuation, and Army 
airborne tr aining. 

Mr. Ropack. Does the tariff represent an average of all opera- 
tional costs? Is that the general basis on which it is established ? 

Colonel Hepiunv. Well, you have a total of operational costs, if you 
want to use that term whic hh must be re ‘overed, and as I indicated ‘the 
other day, the tariff was designed in toto to recover these costs, but it 
varies as between these six gweogri iphie ‘al areas. 

Mr. Morcan. Your cost of operation on the various aircraft differs, 
does it not 

Do you make a profit on one aircraft and this is charged off against 
the loss on another type of aircraft ? 

For instance, the C-133; is this a more profitable operation than the 
C-97 ¢ 

I understand that on the C-97 cargo operation, your costs are $24 
per hour more than you recover under the existing tariff, on the C-124 
the operating costs exceed the recoverable costs by $44.35 per mission 
flying- hour, and on the C-97 for passengers, the unrecovered cost is 
$113 per hour. With these unrecovered costs it would appear to be 
necessary that you make a profit on other types of aircraft. Maybe it’s 
the C-133. 

Colonel Hepitunp. The rate actually on the common-user channel of 
traflic is designed to recover the total costs of operation, not by indi- 
vidual aircraft type. 

I will call your attention, though, that the principal of our tariff 
for the special missions costs do cover the entire flying-hour costs of 
that particular-type aircraft, and do vary with the type of aircraft 
used on special missions. But we have a single rate from here to 
there, as it were, in the channel traffic regardless of the type of air- 
craft used. 

Mr. Ropacx. These users of the MATS airlift come before the Con- 
gress and get an annual justification. What happens if, in the course 
of the fiscal period, the rates change? What happens to the user 
requirements / 
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Colonel Heptunp. This is a difficult one, a difficult task of repro- 
graming. It doesn’t apply only in airlift. It doesn’t apply only jy 
transportation. It is one of those things we can’t second-guess, but 
you do have to try to reprogram within the fund available to you. 

Mr. Rosack. Reprograming on the part of the user? 

Colonel Heptunp. Yes. 

Mr. Rosacx. And if they can’t reprogram too well, they might 
select an alternative mode, less expensive ? ; 

Colonel Hepiunp. This is right, of course, and it affects our operat 
ing program too because the requirements that you anticipate lift. 
ing don’t develop. 

Mr. Rosack. Or they might withdraw the whole movement, 
possibly ? 

Colonel Hepiunp. Yes. 

Mr. Hotirretp. Any penalty for setting up the requirement and 
then withdrawing and not using it, on the service? 

Colonel Hrptunp. Not at the moment, sir. The principle has 
been discussed and, as a matter of fact, there is an authority within 
the current tariff of MATS whereby we could adjudge a penalty in 
this area. 

We have not done so thus far. 

Mr. Horirrecp. How far in advance does a using service have to 
schedule its needs in order to have planes allocated to do the job? 

Colonel Heptunp. Well, in the broadest sense ? 

Mr. Hottrretp. Thirty days? 

Colonel Heptunp. We like as accurate forecasts as we can get 
on the annual basis. 

The next approach then is we have a quarterly forecast and then 
we have a monthly forecast, but we have to firm up our operating 
schedules 45 days ahead of the operating month. 

This is necessary in order to allow the shipping service to make 
their airlift plans. It is a process, sir, of refinement as you come 
down to the operating month and, of course, there are changes within 
the 45-day period. 

We try to minimize them, but we just can’t second-guess this thing 
perfectly. 

Mr. Hotartetp. I would think it would be very difficult to pin it 
down. 

Colonel Hrptunp. It is, sir. 

Mr. Hottrrevp. I mean real accurately. 

Colonel Heptunp. That is why we try to get a good schedule to 
our customers as far as we can ahead of time. 

Mr. Rorack. Now, with regard to the criteria which determine 
rates, are they geared to a break-even requirement on a yearly basis? 

Colonel Heptunp. Yes. 

Mr. Ropack. In other words, your fund has got to break even each 
year, presumably. 

Colonel Heptunp. This is what we shoot for. 

Mr. Rozack. Now, in revising rates, do you utilize some technique 
of continual, you might say ace rued, experience in determining what 
is happening or do you just look at this from time to time during 
different periods ? 
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Colonel Hepitunp. This is on a very positive and, I hope, well- 
organized monthly financial analysis to keep all involved informed as 
to ‘what the current status is. 

Mr. Ropsack. I mean what are the signals? What are the deter- 
minations of a change? When do you decide a change has got to be 
made ? 

Colonel Heptunp. Well, this is, I suspect, a matter of judgment, but 
to use an example, along in December it became known from looking 
at the total receipts plus anticipated receipts as opposed to expendi- 
tures and anticipated expenditures, that the fund was going to be 
deficient if we continued in this manner through to the end of the 
year. 

" In order to do something about it, we proposed a rate increase, 
which, in effect. was approved. 

Then, due to a continual analysis later on, it appeared that we were 
now getting more into the fund than perhaps covered current ex- 
penses, and if we continued this situation, we would end up with a 
good bit over the fund as of the end of June. 

So we came back down and there were a couple of intermittent jug- 
glings and we now feel that after 9 or 10 months of experience, we 
have a fairly decent rate which will bring us out even. 

Mr. Ropac K. Well, do you have any monthly statements of profit 
or loss in the funding, on different operations in the fund ? 

Colonel Heptunp. Yes, sir; indeed, MATS has a comprehensive 
monthly analysis of the fund. 

Mr. Ronack. Some operations show a profit and some show a loss? 

Colonel Heptunp. I suppose you could certainly say that as between 
the special missions and the common-user portion, but, again, we don’t 
try to analyze the common-user portion by channel, as it were, but 
more as a total. 

Mr. Rosack. Did you have a further response ? 

Colonel Heptunp. No; it was suggested that I might point out that 
in the air medical evacuation and in the SAM fleet financing, that 
this is precise break-even financing. 

In other words, there are no tariffs applicable in this area. 

The total expenditures which are involved during the period are 
recouped from Air Force finances. 

Mr. Ropack. In other words, that is a bookkeeping function. The 
Air Force is the user for purposes of the fund ? 

Colonel Heptunp. That is right. 

Mr. Ropack. And so you have a zero operating result ? 

Colonel Heptunp. Right. 

Mr. Ronack. Neither above nor below zero, because whatever is 
required comes out of the Air Force appropriation, whereas in your 
transport function, where you have the problem of dealing with dif- 
ferent service users, there would be a variation of below and above 
zero? 

Colonel Heptunp. That is right. 

Mr. Ronack. Aside from the costs figure which the fund develops 
for purposes of billing the users, what other management value do 
these costs have, if any ? 

Do you know better what the cost of the operation is, because many 
Members of Congress believe, rightly or wrongly, the fund provides 
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you with the type of cost inform: ition to compare the military and 
commercial airlift operations. 

Colonel Hepitunp. Speaking for the moment from the user point of 
view, I think it is important to point out that this type of an operation 
does put a dollar or a cent figure, as it were, against the cost of using 
airlift as opposed to competing modes. 

Prior to this time, the users, shall we say, were getting free airlift. 
This is highly desirable when you are trying to operate on the least, 
overall cost, but now it provides for a better approach to traffic 
management on the part of the user because he has a dollar figure 
against each of his modes of transportation. 

"Mr. Rosack. What about the comparison of cost between civil and 
military operations? Any value in the fund cost figures that have 
been developed ? 

Colonel Heptunp. Well, I don’t personally feel that the comparison 
cost as between the cost of operating the military portion of the fleet 
and a big, commercial airlift are really comparable and useful. 

I have never felt that you can price out all of the tasks of training 
and preparing and ms Lintaining our D-day posture on a dollar- -and- 
cent basis. 

I also feel that since we try to hold down our rate of utilization 
of airlift in peacetime, we should not compare the costs incident to 
that with a commercial operation which is performing at a much 
higher rate of utilization and therefore should have lower per-unit 
costs. 

Mr. Rorwack. Does the fund give you any other cost data or infor- 
mation which is used as a management tool for increasing the efliciency 
of performance ? 

Colonel Heptunp. I would think there would be some corrolary 
uses of the management data developed. 

I cite, for instance, your maintenance costs, commercially contracted 
maintenance costs. The operation will allow you to maint: in a com- 
parative position in this area; one type of operation as against another. 

[ would think that there would be some useful aspects there. 

Mr. Rosackx. Do you have any examples that you can give us, what 
improvements in management have developed from the use of the 
Fund? 

Colonel Hepitunp. I wouldn’t be in a position to speak to that be- 
cause I personally—— 

Mr. Ronacx. Well, if there is any information which you care to 
supply, if there is any useful information, let us have it. 

Mr. Morgan. What is MATS planned load factor on its passenger 
and cargo operation ? 

Colonel Heptunp. Excuse me for being so slow. I was just going 
over some utilization factors over a period of time for the fiscal year 
1958. 

For instance, in the Atlantic, outbound load factor is 86 percent in 
passengers. 

In the Pacific outbound, 9314 percent. 

Mr. Morean. Are these actual? 

Colonel Heptunp. These are actuals. I am giving these as a back- 
ground of what we use in our planning. 
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Cargo, a instance, in outbound in the Atlantic, 84 percent; in the 
ific, 92-plus. 
bead like to call your attention to the fact that the cargo falls 
off very markedly on the inbound leg because so much of our cargo is 
utilized or expended on the other side. by 

This is not true of passengers and they run fairly close to the out- 
bound, inbound runs closely to the outbound. ue 

The general figure, using the outbound on the cargo, is 80 percent 
load factor and passengers is in the 90 percent area. 

Mr. Morcan. Have the actual figures—well, you cited the actual 
foures for 1958. These were above those planning figures; were they 
not 

Colonel Heptunp. Well, the ones I related here, the 84-92 cargo, 
are a little above—there are some factors involved here which gave 
us some high factors, especially in the Pacific during the Formosa 
operation which extended over a good 6 weeks, plus a period when we 
nad more cargo than we could move and we were running a full 100 
percent load factor for a considerable period of time. 

We feel in the transportation business that if we can get an 80 
percent cargo load factor outbound, this is real good. : 

If a commercial carrier did that, he would be buying more equip- 
ment. We feel that frequency is many times just as Important as load 
factor, and we don’t want to hold an airplane to fill it up and delay the 
rapid delivery of needed items of equipment. 

Mr. Morcan. Is your capability allocated on these percentages that 
you gave me—the 80 and the 907 Are they allocated on a 100 percent 
basis instead of that? 

Colonel Heptunp. I am afraid I don’t follow you. 

What do you mean “allocated” ? 

Mr. Morcan. Well, the user service is getting airlift allocated to 
them, are they not ? 

Colonel Heptunp. No. 

Mr. Morean. If they submit their requirements and if you don’t 
have the capability of meeting the full requirements, you have to al- 
locate it on some basis. 

Colonel Hepitunp. No, our system has been changed under the in- 
dustrial fund so that we no longer have what we call an alloeational 
system. 

We follow the principle that if we have not planned enough air- 
lift to cover the requirements of the services, that we can buy more 
tomorrow or at least rather quickly and if the using service tells us far 
enough ahead of time, we will give him everything he asks for as long 
ashe has the money to pay for it. 

So we have, Mr. Morgan, in order to set up a program, what we call 
space assignments and these, in turn, only provide a system for giv- 
ing a service everything that they ask for. 

Mr. Morean. What is the total industrial fund reimbursable cost 
per flying hour for the C-133 aircraft ? 

Colonel F'epttunp. The special mission hourly rate, effective March 
1,1959, for the C—133 is $1,305 per flying hour. 

Mr. Moraan. This is what you charge the user? 

Colonel Hepiunp. On a special missions basis. That is when he 
asks for a full airplane to go some place in his interest. 
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Mr. Morean. Well, I have a figure of $594 which is used as the 
total industrial fund reimbursable cost per flyin ig hour for the C-13: 
but this does not include the cost of training, test, and ferrying dying 
hours related to each mission flying hour. 

This would add another $105 to the total hourly cost to operate the 
C-133 in a transport operation. 

What does your figure include? 

Colonel Heptunp. I am not able to reconcile this particular point, 
Mr. Morgan. 

We certainly will research it for you. 

Mr. Morean. The only reason I raise the question, Mr. C hairman, 
is I wasn’t sure my figures were correct. They could be in: \ecurate, 
but if they were correct and if you are charging the $1,300 cost per 
flyi Ing a then it would appear that MATS was making a profit on 
the ¢ } that they might be using to counterbalance the loss on some 
of the pie less eflicient aircraft. 

Mr. Horirterp. Or it might indicate that you are just charging 
some of your overhead with some of that differential. 

Colonel Heptunp. It is not intended in that manner at all, sir. 

Mr. Howirretp. You have your maintenance and your gasoline, oil, 
and so forth. 

Do you cover that out of the receipts as you go along or does that 
come to you out of another fund? 

Colonel Hepiunp. No, sir; all of your out-of-pocket maintenance 
costs are paid for out of the industrial fund. 

Mr. Houirtetp. So you rate, I suppose the figure that Mr. Morgan 
gave us could be called a cost of operating per hour and not neces- 
sarily the total cost of the service. 

Colonel Heptunp. Well, Lam guessing that, sir. 

Mr. Houirietp. I am seeking an explanation for that sharp differ- 
ential there of: $600. 

Mr. Rosack. Colonel Hedlund, the base maintenance cost for the 
MATS fleet includes free services you provide for commercial car- 
riers, if they are free. Are any of those figured in the fund? 

Colonel Hrepiunp. Yes, sir; it might be interesting here to just run 
over the general category of the expenses that are recoverable through 
the industrial fund. 

In the maintenance of aircraft and equipment, depot maintenance, 
maintenance other than depot, base level maintenance, aviation fuels 
and lubricants, commercial airlift augmentation, of course, other 
operating expenses including the operation of the special air missions, 
and the air medical, the air terminal squadrons on base, the particular 
commercial contracts such as the one we have on Wake Island for 
ground servicing, a portion of the operation of the overhead units, the 
group headquarters and wing headquarters, the pro rata cost of the 
wing transport Air Forces and headquarters MATS expenses, and a 
miscellaneous other expense column are shown as recoverable through 
the industrial fund. 

Mr. Horitrrerp. When a commercial plane comes into one of your 
airbases with a load on an augmented lift, are there ground charges 
and service charges and unloading charges, that sort of thing, or do 
they have to pay such as a commercial plane would have to pay going 
into a commercial field ? 
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Colonel Heptunpb. Ordinarily, no. 

What we do, ne are all covered, of course, in the contract as to 
what we furnish and what they furnish and under what circum- 
stances, but in most cases we treat a commercially augmented load 
the same as if it were one of our own. 

Mr. Houtrretp. In other words, when that plane comes in with 
Joad, you have your own MATS people unload it ? 

Colonel Heptunp. That is the case. 

Mr. Houtriexp. ‘Transferred to the warehouse or transshipped or 
whatever destination it has? 

Colonel Heptunp. Yes, sir. 

Mr. Houirievp. Well, is there an allowance in the charge for that? 
Do you compute a cost against him in accepting bids? 

Colonel Heptunp. Well, perhaps Mr. Driscoll could speak on that 
point, but normally the invitations for bid which go out to the com- 
mercial industry cover all of these particular points in detail so they 
are all considered by the air carrier in his bid. 

Mr. Houirteip. I see. So you absorb the cost but you expect to 
hav them take that into consideration in the bid ? 

Colonel Heptunpb. Yes, sir. 

Mr. Ropack. Why are these various items included in the industrial 
fund? What is the rationale for including aeromedical evacuation, 
for example ? 

Colonel Heptunp. I have no good answer for that. It is air trans- 
portation and it is in MA'TS, and this appeared to be itself a common 
user service too, if you will, and this appeared to be the most feasible 
and sensible way of keeping the books on it. 

It still does not violate entirely the spirit of the industrial fund. 

Mr. Houirreip. If you don’t get paid for that, then you must have 
to each year ask for an outside replacement in ‘the Defense Depart- 
ment for the amount you spend in rendering that service. 

Colonel Heptunp. Yes; this comes out of the Air Force funds, 
per se. 

Mr. Houirreip. Now, could I ask you if you owe any obligation to 
do anything in the way of aerial movement or evacuation to any other 
segment of the American economy, except the service personnel ? 
How about the civilian employees ? 

Colonel Heptunpv. Normally, we do not, sir. From time to time we 
are requested to provide a medical evacuation in the United States, 
sometimes to and from overseas for civilians, other than civilian em- 
ployees of ours, people who are in life and death situations. 

Our normal policy is this will not be done where commercial services 
areavailable. If they are not available and the circumstances appear 
to warrant it, we will provide it on a reimbursable basis. 

Mr. Houtrtecp. In other words, if you have a contract out on some 
small island where you have a maintenance installation there and some 
of your civilian contract people have an emergency illness, why you 
would transport them either to the nearest hospital or to where they 
could get a commercial plane? 

Colonel Heptunp. Well, always in the event of life or death, sir, the 
base commander can use any of his equipment as he sees fit. 

This is inherent to any of our base commands. 
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Mr. Hoxtrrmevp. And that applies to their dependents, I suppose! 

Colonel Heptunp. Yes, yes, or civilians—anybody. 

Mr. Hottrretp. Anyone? 

Colonel Heptunp. If somebody has got to get to a hospital or if he 
is going to die asa result of medical neglect—— 

Mr. Howtrrevp. My question doesn’ t indicate that I am critical of; it, 

Colonel Heptunp. This has been a longstanding procedure, sir. 

Mr. Ropack. Mr. Taylor, you and Mr. “McGuire testified previously 
about the long-range emph: isis that would be given to contract opera- 
tions on cargo. 

Is that testimony intended to indicate the Department of Defense 
aspect of the policy that General Quesada testified to today ; namely, 
the policy of de ‘veloping cargo fleets ? 

Mr. Taytor. Our testimony was not. 

Mr. Ropack. Was it relative to that ? 

Mr. T AYLOR. Our testimony was not particularly related to General 
Quesada’s project, if I may call it that. 

It was determined as an Air Force requirement and trend. 

Now, we have already indicated our desire to cooperate with Gen- 
eral Quesada in his project and if it turns in the direction which js 
useful to the Air F orce, we will go right ahead, and right along with 
him. But we must reserve the right to deviate, if it turns in a direc- 
tion which is not to the best interest of the Air Force. 

Mr. Ror. ack. Now, as far as the Department of Defense cooperation 
on MATS that he reported to the committee, that is a different aspect? 

Mr. Taytor. I am afraid I don’t know what he reported to the com- 
mittee so I can’t answer that directly. 

Mr. Ropack. Well, he told us that he was working with Mr. Me- 
Guire and in consonance with the Department of Defense at the secre- 
tarial level on the developing of a concept of an all cargo fleet. Can 
the Department of Defense representatives here enlighten the com- 
mittee on the Department of Defense cooperation with the Federal 
Aviation Agency ? 

Mr. Tayvor. I can enlighten you on that. 

Mr. Rorack. Please do. 

Mr. Taytor. We have been invited to two meetings with the FAA 
and have attended those two meetings which have been preliminary 
in scope and have indieated a desire on the part of the FAA and the 
airlines, and the airlines have been joined by the Department of De- 
fense in a desire to explore the possibility of a cargo airplane or air- 
planes which would have universal or more or less universal applica- 
tion between civil and military and which would perform an impor- 

tant function better than it is now performed by available equipment. 

Mr. Rreutman. You are referring to the equipment that MATS 
has and that of CRAF, I presume. 

Mr. Taytor. I am referring to all requirements for cargo lift. It 
was hoped that the present technique would be such that any cargo 
lift other than outside lift could be performed better with a new 
design unit which was designed as a cargo unit from the beginning 

rather than adapted from something that was a compromise from 
something else, and it was hoped that such a design could be initiated 
now which would show superior performance. 
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We have expressed our desire to participate in such an activity 
and, if possible, to reflect. our requirements in a manner that they 
could be applied commercially and the commercial requirements to 
be applied to the military so 1t would work both ways and we could 
come up with a superior cargo aircraft which could reduce the ton- 
mile cost of airlift. 

Mr. Houirrevp. I believe Mr. Riehlman and I both would agree that 
this is an admirable objective if it can be worked out. 

It should be. We have good testimony here in regard to the Cana- 
dair plane, the new type of plane which is being worked out, I be- 
lieve, through Canadair and the Rolls Royce Tyne engine. 

This testimony wasn’t given this morning, but it has been sent into 
our committee, to the staff, and there is an attempt to develop a 
similar plane in this jet turboprop class by the Lockheed people and 
also by the Douglas people. 

Mr. Taytor. Yes. 

Mr. Ho.irrecp. We understand, in other words, there seems to be 
on the drawing boards now at least three of these planes and they 
would run from 65,000- to 78,000-ton capacity and some of them, at 
least, show some very good operating figures, estimated operating 
figures of down around 4 cents. 

Mr. Taytor. Yes. 

Mr. Houirreip. A little below and some a little above. 

Mr. Taytor. Yes. We are very familiar with all three of those and 
are studying the three projects. 

Mr. Houirrerp. It is obvious if there could be a plane developed 
by an American manufacturer that would fit in this classification 
and serve the military need as well as a system of development of cost 
for the commercial airlines, that this would be a very desirable ob- 
jective. 

Mr. Taytor. I think we would certainly agree. 

Mr. Morean. Mr. Chairman, the Secretary and others in their tes- 
timony have indicated the need for a new design, the development of 
anew design. 

Have you already concluded that the presently existing aircraft 
that have been proposed to meet the requirement are inadequate? I 
am speaking now of the so-called C-jets, the GL-207 of Lockheed, 
and the CL—44 of Canadair. 

Mr. Taytor. No. 

Mr. Morcan. Are these under consideration ? 

Mr. Taytor. I think the C-jets are not being considered in this 
connection. 

The GL-207 of Lockheed and the Canadair plane would be con- 
sidered new design, if you like. 

Mr. Morcan. They would be considered new design, you say ? 

Mr. Taytor. Yes, considered eligible for this particular project. 

Mr. Morcan. Considerable development has already gone into 
these aircraft and it would not be as costly to further the development 
of either of these two as it would be to start from scratch and develop 
still a different aircraft, would it? 

Mr. Taytor. We always do our best. work when we can with what 
we already have. 
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If you start from the very beginning, it is such an involved process 
that you spend a lot of money and don’t take the advantage of al] 
the mistakes you have made : and you don’t use the systems that are 
already developed in such an aircraft. 

So when I said new design, a was thinking more in terms of a de- 
sign which was primarily “for “argo transport rather than a clean 

sheet of paper without any Said on it. 

Mr. Ropack. You have stated, have you not, in your testimony, 
that you wanted an aircraft which had the characteristics of con. 
vertibility and could perform diverse missions; troops, passengers, 
cargo, and so forth. 

Isn’t that correct ? 

Mr. Taytor. Essentially, it would be a cargo airplane which could 

carry passengers. 

Mr. Rogpack. You see, the point that was made by the aircraft 
builders and the point made by General Quesada is that if you are 
going to develop new modern cargo aircraft, you have to put aside 
other considerations. 

You can’t compromise those requirements and get what you are 
looking for. 

Now, i is the military requirement such that the military is not in 
position to support or to stimulate the industry to develop this be- 
cause the Air Force is not in the market for that kind of aircraft? 

Mr. Taytor. Not at all. The requirement that it should be able 
to carry passengers is not inconsistent with the requirement that it 
should be essentially a cargo aircraft. 

Mr. Ropack. Well. there i is a strong impression in the industry, it 
seems to me, that your convertibility requirements hamper the devel- 
opment of more cargo aircraft that are efficient and can operate at 
low cost. 

Mr. Taytor. Yes, I would agree with that. 

Mr. Ropackx. Are you familiar or have you seen the statement that 
was presented to the committee by the vice chairman of the CAB? 

Mr. Taytor. Yes. 

Mr. Rosack. Have you any commentary on that statement? 

You stand accused, ‘speaking now of the Department of Defense, 
of failing to cooperate in certain respects, of taking the position of 
not helping to develop the civil air industry in a healthy way. That 
is a rather serious indictment. We didn’t want the record to be un- 
adorned by whatever commentaries the Department of Defense wanted 
to make. 

Mr. Taytor. I would say we have learned our lesson so well that 
competition was the proper way to solicit bids that we will not be 
quick to forget it. 

Mr. Ropack. You are not sold on the idea that the key problem 
that must be solved is the rate problem ? 

Mr. Taytor. No, sir; Iam not. 

Mr. Rorack. That is the Department of Defense position so far 
as you are concerned ? 

Mr. Taytor. The Department of Defense feels that competitive 
bidding is the proper solution to the rate problem and we feel that 
the rate will reach an equitable level by pursuing this policy and it is 
not necessary to institute artificial means of selecting the individual 
carrier that will get a job that is at hand. 
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Mr. Ropack. You are not proceeding on the assumption that you 
are required to advertise as a matter of legal requirement? 

Mr. Taytor. I think we advertise where we can do it. *, 

Mr. Rosack. Has the Air Force taken the position that if you 
wanted to allocate the bids amongst the CRA operators, Just let us 
suppose, that you are prohibited from doing that by virtue of the 
statutory requirement for advertised bidding? —__ . : . 

Mr. Taytor. I wouldn’t say we were prohibited from doing it. 
I think we feel, as a matter of policy, it is much more in the interest 
of the overall picture to advertise, advertise for bids, than to allocate. 

Mr. Rosacx. This morning the General Accounting Office witness 
stated that the general statement of policy promulgated by the CAB 
with respect to rates, which was a unilateral action following their 
failure to get some kind of an agreement from the Department of 
Defense, had no force and effect of law, though it might have some 
value in affecting the amount of business that would be allocated to 
civilian carriers. 

Now, what construction or influence do you ascribe to that state- 
ment of policy by the CAB? ; 

Mr. Taytor. I didn’t quite understand your question. Would you 
do that again, please / 

Mr. Ropack. Well, as I recall the testimony of Senator Gurney, he 
stated that failing to get some kind of agreement, a cooperative 
arrangement with the Department of Defenses, the Board had no 
alternative but to go out and announce a policy on their own, that 
this policy was to the effect that there were certain desirable minimum 
rates that ought to be followed in airlift service. 

[asked the General Accounting Office what was the status of such a 
statement of policy ; could the Board, for example, enforce upon a 
noncooperating carrier a penalty, take away its franchise, or whatever 
it gets to fly. 

If you, the Department of Defense, don’t recognize the position of 
the CAB, and the CAB wants to enforce that position, they can take 
action against the carrier which works for you. 

Now, what construction do you place upon that statement of policy ? 

Mr. Taytor. I doubt if the CAB will take such action and I would 
say that the Department of Defense would plan to carry on until 
such a thing occurred, at least carry on in its normal way of advertising 
for bids. 

Mr. Ropack. So far as you are concerned, it need never have been 
promulgated ? 

Mr. 'Taytor. Right. 


STATEMENT OF RAYMOND M. KENNEY, JR., STAFF DIRECTOR, 
AIR TRANSPORTATION DIVISION, OFFICE OF ASSISTANT SECRE- 
TARY OF DEFENSE (SUPPLY AND LOGISTICS) ; ACCOMPANIED BY 
EARL B. SMITH, DIRECTOR FOR TRANSPORTATION AND PETRO- 


LEUM POLICY, OFFICE OF ASSISTANT SECRETARY OF DEFENSE 
(SUPPLY AND LOGISTICS) 


Mr. Kenney. Mr. Roback, I wonder if I might add a little bit more 
to the CAB rate policy? 
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Mr. Rosacx. If you feel it will round out the record for us, please 
do so. 

Mr. Kenney. I would like to very much, since I was a working 
member of the group. 

First of all, our position, expressed by Secretary McGuire, was 
that first, we could not agree voluntarily to a rate in terms of the 
planeload passenger traffic and a minimum rate which the Board 
could not by itself legally establish or enforce. 

Secondly, we indicated that a part of their proposal having to do 
with the individual traveler might offer some benefits to the carriers 
as well as to ourselves. We further indicated to the Board our hope 
that the carriers involved might be permitted to make proposals in 
this regard so that we might sit down and evaluate such proposals, 

Mr. Houtrretp. Wou! a ths at be on the basis of the same rate chs arged 
civilians by those lines 

We are talking us the individual ticket now. 

Mr. Kenney. No, sir; this is a special rate which they had proposed 
= apply to travelers on an individually ticketed basis subject to a 

2-hour space avi ailable provision. 

The 72-hour space available provision was c omplete ‘ly unacceptable, 
as it would reverse the trend we have establis shed in implementing 
our concept of direct reservation to specific air flights, and we so 
indicated that to the Board. 

There were several reasons why the proposal for the planeload 
traffic was unacceptable. 

Mr. Taylor has covered some of them. One was the problem of 
the allocation of the business to the various carriers. 

Further, there was no substantial evidence that the additional 
expenditures that would result in terms of transportation costs would 
strengthen the mobilization capability of the civil air industry. For 
example, on the New York to Frankfurt run we were getting pas- 
sengers moved at about $80 per person. 

This would have been increased to $111 or $112 under the proposed 
CAB proposal. There was no indication this additional expenditure 
was in the overall national interest. 

Mr. Houtrretp. Except that in comparison to the civilian cost of 
$353, it was quite a bargain even at $116; but it was a good bargain 
and as good a one as you could drive under the competitive system. 

Mr. Kenney. Pardon? 

Mr. Houirrevp. But it wasn’t as good a bargain as you could ge! 
under the existing competitive system. 

Mr. Kenney. This is correct. 

Mr. Houirreitp. You now have made your decision on that point 
without any regard to the building up of a CRAF. I think it would 
be pretty evident that a CRAF could not be built up on that price 
level. If it could be, there is a gross overcharge on the part of the 
civilian lines that are operating under regular commercial passenger 
practice. 

Mr. Kenney. The decision, sir, was made not on that fact, but 

rather on the basis that the Department of Defense was not the proper 
agency to establish—enforce a rate level such as was contained in 


the CAB proposal. 
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Mr. Houirievp. This, I think, I would concede, certainly—that 
without spec ific direction, either from the Secretary of Defense, the 
President via the Secretary of Defense, as a matter of policy, it would 
seem that the general legislation on de ‘fense procurement would indi- 
eate that you proceed along the competitive line, as you have. 

Mr. Kenney. That is correct unless we could find—and there was 
no evidence of this—that the national interest would be served by 
this additional expenditure of funds. F 

Mr. Rorack. Can we clarify this point of authority for enforce- 
ment that you referred to several times, before you continue, Mr. 
Kenney ? I understood the CAB witnesses to s ay that they had 
authority in this field—in fact, they thought thei ir ‘author ity was lim- 
ited by the fact that the sy di dn’t have correlative jurisdiction over 
ihe international carriers that they had domestically. 

Mr. Taytor. They have local authority. 

Mr. Ronack. Are you talking about the international] field ? 

Mr. Kenney. The international field. 

Mr. Ropack. And if they got the authority they asked for, would 
you consider that sufficient aut hority ex xisted to suide the Depart- 
ment of Defense in the price it pays for airlift services 

Mr. Kenney. Yes, 1 think we would. 

Mr. Ronack. In other words, you think if that bill were passed, 
then the CAB would have authority to set the military rates for air- 
lift procurement / 

Mr. Kenney. That is my understanding. 

Mr. Ronackx. Mr. Kenney, we want to be clear as to the legal aspect 
of this thing, and we don’t want any horseback opinion, so will you 
consult with the proper legal authorities in the Department of De- 
fense and submit us a memorandum on this point 

Mr. Kenney. Yes, sir. 

Mr. Smiri. I tried to get a man to leave the Department and co 
over here, but he was not available this afternoon. 

Mr. Driscott. Mr. Roback, are you referring to that bill now to 
give them jurisdiction over foreign air transportation ? 

Mr. Rosackx. They have requested jurisdictional authority. I am 
raising the question as to what effect that authority would have up- 
on the price that the Department of Defense pays for airlift, com- 
mercial airlift services. In other words, would the CAB then have 
authority to tell you how much to pay, or whether they could estab 
lish a floor for you in paying for services, or any other way? The 
issue 1s a little complicated and unclear as far as the committee is 
concerned, and maybe it is unclear as far as everybody is concerned. 
We are just seeking clearly what the Department of Defense position 
ison that point. 

Mr. Taytor. I think that is a legal question, isn’t it, Mr. Roback 

Mr. Ropack. Yes, and I have asked for a legal memorandum. 

(The information referred to follows :) 


bi 


ASSISTANT SECRETARY OF DEFENSE (SUPPLY AND LOGISTICS), 
Washington, D. C., June 2, 1959. 


Hon, CHet Hovirre.p, 
Chairman, Military Operations Subcommittee of the Committee on Government 
Operations, House of Representatives. 
Deak Mr. CHAIRMAN: At the recent Air Transportation Service hearings, the 
Department of Defense was asked by Mr. Herbert Roback, staff director for 
your subcommittee, to submit a legal opinion as to whether Senate bill 1553, if 











Ne 


234 MILITARY AIR TRANSPORTATION 


passed in its present form, would provide the Civil Aeronautics Board With 
authority to set the military rates for procurement of commercial foreig ai 
transportation. 

The following opinion is not in any way intended to represent an approval] or 
disapproval of the proposed legislation as the DOD report on S. 1553 has not 
been approved by the Bureau of the Budget for release to the Senate Interstate 
and Foreign Commerce Committee. 

The purpose of the proposed legislation is to amend certain sections of the 
Federal Aviation Act of 1958 in order to give the CAB additional authority with 
respect to rates ai | practices in foreign air transportation. It would revige 
section 1002(f) of the act so that if the Board finds a rate to be unjust or un- 
reasonable, or unjustly discriminatory, or unduly preferential, or unduly pre. 
judicial, the Board may alter the same to the extent necessary to correct sneh 
unjustness, unreasonableness, discrimination, preference, or prejudice, may order 
the carrier to discontinue such unjust, unreasonable, discriminatory, prefrential, 
or prejudicial rate, and may, in such an order set forth and prescribe the lawful 
rate, fare, or charge, or the maximum or minimum or the maximum and minimum 
to be charged. In contrast to the permissive authority to prescribe rates ip 
foreign air transportation, evidenced by the word “may” in the proposed amended 
section 1002(f), section 1002(d) of the Federal Aviation Act of 1958 makes the 
establishment of exact rates (or maximum or minimum rates or both) mandatory 
when the Board finds existing rates in interstate or overseas air transportation 
to be nniust or unreasonable, or unjustly discriminatory, or unduly preferential, 
or unduly prejudicial. 

It should be noted that the Department of Defense procures some air transport 
services from airlines (commonly called pt. 45 carriers) which have been 
exempted pursuant to section 416(b) of the act, from the Board’s economic regn- 
lations. SS. 1553 would appear to have no effect on the freedom of these airlines 
to perform services for the Department of Defense at such rates as they see fit, 

The Federal Aviations Act of 1958 does not specifically provide for the trans 
portation of persons for the U.S. Government at reduced rates as is provided by 
section 22 of the Interstate Commerce Act with respect to transportation by rail- 
roads, common ¢arriers by motor vehicle, common carriers by water, and freight 
forwarders. Also, the legislative history of the Federal Aviation Act does not 
show the intent of Congress as to preferential treatment of official Government 
travel. However, as you are aware, the Civil Aeronautics Board has held with 
respect to a certificated carrier that a preferential rate in favor of the Govern- 
ment is permissible without specific statutory authority and does not violate the 
public interest requirement of section 412 (b) of the Act. 

Presumably the Board had the question of preferential rates in mind when in 
its statement of purpose and need for 8S. 1553 it said that: “* * * full regulatory 
control over carriers performing military contract air transportation services will 
require additional legislation not embodied in the present request.” 

Under both the existing section 1002(f) and the amendment proposed in 8. 1558 
the Board is authorized to review any rate offered to the Government by an air 
carrier or a foreign air carrier to determine whether that rate is unduly prefer- 
ential. The principal substantive change in the Federal Aviation Act by S. 1558 
is to give the Board permissive authority to prescribe exact rates in foreign air 
transportation. Since the Board has taken the position that a preference in 
favor of the Government is permissible, and since even S. 1553 would not give the 
Board authority to make such a preference mandatory, S. 1553 would appear to 
leave the Board, with respect to military contract air transport services, with 
only the authority to establish minimum rates below which a preference to the 
Government would be undue. Since the Department of Defense believes that the 
Board has the authority to establish such minimum rates under the existing sec- 
tion 1002(f), S. 1553 does not appear to give the Board any new rate making 
authority with respect to military contract air transport services. 

Sincerely yours, 


N air 


PHiLre LEBOuTILLIER, Jr., 
icting Assistant Secretary of Defense (Supply and Logistics) 
Mr. Kenney. Also, in connection with that, a statement was made 
to the effect that the Department of Defense urged the continuance of 
the so-called military exemptions that are granted by the Board to 
carriers that permit them to operate under contracts with the Depart- 
ment of Defense. For the past several years, we have indicated to 
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the Board, when they have requested our views on this matter, that 
there was no military necessity, that from a military point of view, 
the exemptions were not required. However, we indicated that we 
did derive certain financial benefits from having the exemptions. 

Mr. Ropack. Well, what are you trying to say there—that the CAB 
was not exercising the responsibility it could have exercised ? 

Mr. Kenney. The decision is the Board’s in that regard. I mean 
it is up to them to decide whether or not to grant the exemption, as it 
was not being requested or supported by the DOD on the basis of 
military necessity. 

Mr. Rosack. Are you trying to make plain that it was not the De- 
partment of Defense, but the CAB that was responsible for this mili- 
tary designation? That is, the designation of military necessity as 
requiring the exemption ? 

Mr. Kenney. For the continuance, yes, sir. 

If I may, for the record, I would like to introduce our letter to the 
(Chairman of the Civil Aeronautics Board regarding the position in 
that connection. 

Mr. Houirietp. Very well. 

(The letter referred to is as follows :) 


ASSISTANT SECRETARY OF DEFENSE, (SUPPLY AND LoGISTICs), 
Washington, D.C., April 17, 1959. 
Hon. JAMES R. DURFEE, 
Chairman, Civil Aeronautics Board, 

Deak Mr. CHAIRMAN: This is in response to your letter of March 11, 1959, 
wherein you enclosed a copy of a proposed Board policy statement relative to 
MATS purchased civil airlift and requested our views thereon as well as infor- 
mation as to the procurement policies which would he followed by MATS 
should it finally be adopted by the Board. 

The proposed Board policy statement has been carefully reviewed within 
the Department of Defense and we have come to the following conclusions: 

(a) In terms of individually ticketed travel, there would seem to be several 
benefits that might be derived by the Department of Defense as well as the 
air carriers involved in moving certain classes of Defense travelers on this 
basis. Before we can take action in this regard, however, it will be necessary 
that the carriers involved take steps so that certain understandings and 
agreements may be reached with this Department as to services to be pro- 
vided, reservations, passenger handling, and the like. One point regarding 
individually ticketed travel that is unacceptable is the 72-hour space avail- 
able provision. Adherence to this time factor would create serious problems 
for the Department of Defense and would reverse the trend we have estab- 
lished in implementing our concept of direct reservation to specific air flights. 
As we see it now a minimum of 30 to 45 days advance notice of space avail- 
ability would be required if travel were to be scheduled on an efficient and 
timely basis. 

(b) With respect to the Board's proposal that the Department of Defense 
agree to minimum rates for overseas planeload transportation procured by 
MATS purchased civil airlift and requested our views thereon as well as infor- 
arrangement which would increase the cost of overseas passenger transportation 
and restrict our freedom to buy airlift in a competitive market. It would be 
inappropriate for the Department of Defense to reject a carrier’s proposal solely 
because it was contrary to a CAB rate policy which CAB itself could not legally 
impose. We would, in effect, be procuring services at higher prices in order to 
effectuate indirectly controls which the proposed statement indicates cannot now: 
be applied legally by the CAB. We would also see in adhering to such a policy 
the very substantial complaint that carriers who were willing to provide service 
at a rate below the suggested minimum were restricted arbitrarily from doing so. 
Furthermore, it is not clear that our consenting to a pattern of minimum plane 
load rates would strengthen either the peacetime or mobilization capability of 
MATS and the commercial air transport industry. Since it is our task to provide 
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the most defense for the fewest dollars, we cannot voluntarily give up our right 
to buy planeload airlift in a free market. 

Based on the foregoing and in consideration of other administrative Problems 
inherent in the proposed CAB policy, the Department of Defense cannot agree 
to that part of the Board’s proposal policy regarding planeload travel and wij, 
therefore, continue its present practices of procuring contract and charter airjigt 
service on a competitive bid basis. However, we are desirous of exploring furthe; 
with appropriate parties the subject of individually ticketed travel. 

If further elaboration of this Department’s views is desired, we will be happy 
to meet with you on this subject. 

Sincerely, 
PERKINS McGutre, 
Assistant Secretary of Defense (Supply and Logisties), 

Mr. Morean. Mr. Secretary, the CAB also testified yesterday that 
a bill had been introduced by Senator Magnuson and Congressman 
Springer and Congressman Williams that would be a new policy state. 
ment on the part of the Congress to give preferential treatment to the 
commercial carriers in meeting the Government’s requirements for 
airlift. If such legislation were passed in its present form, would 
this have any effect on the Air Force’s policy of utilizing MATS prior 
to utilizing the commercial carriers ? 

Mr. Taywor. If that is what the bill said, we would obviously follow 
it. 

Mr. Morcan. Have you been requested to submit comments on any 
of these bills? : 

Mr. Taytor. I don’t recall any of those bills. We have submitted 
comments on other bills of the same variety—for instance, the Younger 
bill. 

Mr. Moraan. Well, the Younger bill is considerably stronger than 
any of these bills. In fact, these bills are all the same—the three bills 
introduced, one in the Senate and two in the House. These merely 
state a policy of preference to commercial carriers, rather than MATS, 

Have you submitted comments on either Senate 1548, or H.R. 6930 
or 6931 ¢ 

Mr. Tayior. Not that I know of. 

Mr. Morean. Has the Department of Defense, Mr. Kenney? 

Mr. Kenney. Iam not sure. I will check that. 

Mr. Morcan. If you have submitted comments, I think they would 
be of interest. to the subcommittee, Mr. Chairman. 

(The subcommittee subsequently was advised that the Department 
of Defense had not submitted comments on the legislation mentioned.) 

Mr. Smith, the Air Force claims that they have brought about a 
savings of some $5 billion since they instituted their support policy, 
their air support policy. Are you aware of this claim by the Air 
Force ? 

Mr. Smiru. No; I am not. 

Mr. Morcan. Mr. Secretary, is this a factual statement, that the 
Air Force does contend that they have saved some $5 billion? 

Mr. Taytor. I have never heard that figure. 

Mr. Morcan. Colonel Hedlund ? 

Colonel Heptunp. The Air Force maintains and have voiced in 
several briefings that—I believe my figures are correct—that during 
the period 1953-58, that we have estimated due to our policy of using 
high speed transportation, which involves considerable use of airlift 
to support. our forces overseas, and in the United States, we have had 
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to procure in the neighborhood of $5 billion less inventory than we 
would have had to using a conventional pipeline. 

Mr. Morcan. My question to you, Mr. Smith, if this is the case, has 
your office or the Office of the Assistant Secretary of Defense for Sup- 

ly and Logistics, given any consideration to ‘this, with a possible 
view to drawing up a new directive or policy statement on the part 
of the Department of Defense in this area? Would you advocate that 
the other services follow the example of the Air Force? 

Mr. Smitn. Well, I think we would, but it would have to be mainly 
for considerations outside of the transportation field. It would have 
to be more by the supply management people and the procurement 
people than it would transport: ition. We would simply have to 
yvield—if they could show that they could save, say, $5 billion, disre- 
garding the transports ition cost, we would really have to yie Id. That 
18 all. 

Mr. Morcan. This would be another part of Secretary McGuire’s 
office, rather than transportation ? 

Mr. Surry. That is right. 

Mr. Rozackx. Has any witness here any information which was 
requested previously and which is now available? 

Mr. Morean. Mr. Secretary, what are the plans for fiscal year 1960 
for exercising MATS in support of any tactical or strategic exercises ? 

Mr. Driscotu. There are plans that have been drawn up for various 
test exercises. They are currently being staffed in the Pentagon for 
budgetary considerations, an attempt to get money to operate these. 

Mr. Morcan. Under these plans, what percentage of your total 
capability would be used by the exercises ? 

Mr. Driscont. Well, the way the plans are proposed right now, 
Ican’t answer percentagewise on that. They are over various per iods 
of time, and they are in support of various classified plans in whole 
or in part for deployments. I can’t answer the percentage. 

Mr. Taytor. I also think they are not approved plans at this time, 
so they have no status. 

Mr. Morean. Under your plans for commercial augmentation, have 
you arrived at any percentage of your total requirements that will go 
out on fixed contracts versus call ? 

Colonel Heptunp. No; this is in a little bit of a state of flux. We 
are presently revising our original approach. We hope that it will 
bea larger percentage than last year. 

Mr. Morcan. A larger percentage on fixed contracts ? 

Colonel Heprenp. On the 12-month approach, than on call. Let’s 
put it this way. We are going to try to put as much as we can on 
the 12-month annual contract. 

Mr. Horirteip. That worked out pretty well; didn’t it ? 

Mr. Taytor. Very well. 

Mr. Hortrrenp. Better for the Defense Department and the carriers ? 

Mr. Taytor. Indeed. 

Mr. Hotirteip. Did it have any disadvantages that you know of? 

Colonel Heptunp. Only to those people that didn’t get the con- 
tract. 

Mr. Houtrteip. Well, it certainly would with them, of course. But 
it would seem like if it was on a 30- or 60 -day basis that you would 
be continuously involved in the expense of processing proposals and 
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advertising bids. And it would seem from an efficiency standpoint 
in the long run, those carriers who did get the benefit of a 12-month 
contract would be able to run their business on a basis which would 
make them more stable. 

Mr. Taytor. I feel we procured lift for a very much reduced figure 
due to that, because there is a certain amount of seasonal nature to any 
carrier’s operation, any oversea carrier’s operation. And if you hit 
them in the heavy season, you pay very heavily for what you get. If 
you make a 12-month contract, that averages out, and so you get a 
very much better price. 

Mr. Rosack. Do you have some idea of what the savings were by 
extending that contract method ? : 

Colonel Heptunp. I wouldn't hazard a guess. 

Mr. Morean. What were your cost estimates on the first long-term 
contracts, the ones put out for bids in September? Didn’t you esti- 
mate you would spend fifty-something million on that procurement?! 

Colonel Heptunp. No: I don’t think it was that high. Is your 
question as to what we estimated the dollar figure would be as against 
what it finally came up with? 

Mr. Morcan. Right. 

Mr. Driscoti. It was someplace in the 50 category—I think it 
ended up, our procurement cost is $47 million for that 12-month 
period, versus 54, or maybe it was closer to 59. 

Colonel Hreptunp. We better research that if you want an exact 
figure, because we are speaking off the top of our heads here. 

(The information referred to follows :) 

The total estimate for the firm fixed-price contract awarded in October 1958 
was $60.6 million. Included in this estimate were a small number of require- 
ments for less than a 12-month period. The actual awards amounted to: 


Gontracts' for 12-month® period 2o 2 nk SRA AEB ieee $43, 400, 000 
Contracts for less than 12-month period___--_-_.-----------~-- --. 3,600,000 
NI ak sph a ec ees nie oh tae nbs Sassen panied anata acca 47, 000, 000 


Mr. Morean. Do you have plans for setting aside a percentage of 
your requirements for small business in fiscal year 1960? 

Mr. Taytor. Yes, sir. 

Mr. Morean. What percentage is that ? 

Mr. Taytor. We don’t have any figure on how much set-aside for 
small business there will be. As a matter of policy, we try to set 
aside as much as conveniently we can do. 

Mr. Morcan. Do your plans call for setting aside both passenger 
and cargo traffic? 

Colonel Heprtunp. Set-aside in both passenger and cargo? 

Mr. Taytor. For small business. 

Colonel Hepiunp. I think this would ordinarily be our approach; 
yes, sir. 

Mr. Hotirrerp. When you speak of set-aside, are you talking about 
complete set-aside, rather than partial ? 

Mr. Taytor. Complete set-aside. 

Mr. Morcan. Have you given any thought to partial set-asides, 
rather than complete set-aside ? 

Mr. Taytor. I don’t think we have given serious thought to par: 
tial set-aside. 
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Mr. Houirietp. What would be the difference between partial and 
complete— 

Mr. Taytor. I presume he means that you would permit a large 
business operator to bid. But, if you do that, I don’t see any set-aside, 
to it at all. Maybe I don’t understand the question. 

Mr. Morean. Well, under a partial set-aside, the small business por- 
tion cannot be awarded at a price higher than the nonreserved por- 
tion. Small business can bid on both of them, the large business can 
bid on only the unrestricted portion. On a complete set-aside, the 
small business recipient does not have to meet the award on the non- 
set-aside. 

Mr. Taytor. As a matter of operation in this area, we always com- 
pare the small business bid with similar bids that we have cotten from 
large business, from unrestricted situations, and if the bid seems to be 
out of line, we might well throw out the bid and open it up to—open 
the thing up to large business. We do not allow ourselves to pay 
a heavy premium for small business set-aside. We are very careful 
about that. 

Mr. Hotirrevp. But that is automatically taken care of by the com- 
petition within the smal] business set-aside. That is pretty well taken 
eare of. And at this point I would like to know—your policy, I don’t 
think, is quite consistent if you say that you set aside X amount of 
complete set-aside for small business. Now, let’s assume that you have 
competitive prices running all the way from 17 cents to 27 cents a ton- 
mile. Now, you get out into your large business field, which is actually 
open to the small business bidder. ‘The large business bidder is only 
forbidden to go into this area here ? 

Mr. Tayior. That is right. 

Mr. Honirtetp. But the small businessman can go in both areas? 

Mr. Taytor. That is correct. 

Mr. Houirietp. Now, assume you got out here, and to make it very 
low, let us say you have a 13 cents rate for the same run and the same 
type of cargo, and so forth. You still would not disqualify the 17-cent 
man in the complete set-aside. would you ? 

Mr. Taytor. We might. We look that over very carefully and we 
feel we are not at liberty to pay extra or pay obviously extra for the 
small business set-aside. 

Mr. Hotirieip. Well, I don’t know how you could do that, unless— 

Mr. Taytor. We do it just like you did on your pad. 

Mr. Hontrrevp. I understand that. But you are under certain ob- 
ligations—where you advertise a bid in a certain area and restrict your 
bidders, I think your general policy of awarding the bid to the lowest 
qualified bidder would almost compel you to take the 17-cent bid in 
that case. 

Mr. Taytor. Not if we have evidence that we can get it considerably 
cheaper in some other way. We can throw out all the bids and begin 
over again. 

Mr. Houtrteip. That is true, I know. You can always throw out 
allthebids. Ifthere was asubstantial difference. 

Mr. Taytor. If there was a substantial difference, we would throw 
ont the bids, and open it to large business. 

Mr. Rieutman. Has that. actually occurred, in your experience? 

Mr. Taytor. Where we have disqualified small business? 
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Mr. RreH_man. Yes. 

Mr. Tayxor. Actually, we have gotten very good prices from smal} 
business. 

Mr. Rrentman. But you have actually disregarded their bids anq 
thrown them out and asked for rebids in any instance? 

Mr. Ho.irtrecp. In the one case that was brought to the attention 
of the committee, where a certificated carrier sought to be recognized 
as a small business and was denied recognition, it is my understanding 
that their bid was quite a bit lower. 

Mr. Taytor. They made no bid. I don’t know what it was, becany 
they didn’t make any. 

Mr. Rozack. They made a bid. 

Mr. Houirterp. If it had been open, they would have been awarded 
the bid. ais 

I think they made the bid, and concurrently asked for recognition, 
which was denied, which caused their bid to be thrown out, actually 
But I believe the committee was informed by letter that their bid was 
low, and that they were appealing it on the basis that they had to—n 
the basis of an appeal to be classified as small business. 

Mr. Taytor. Well, I discussed that with them, and they didn’t give 
me any figure as to what their bid would have been hi: id they been 
permitted to do it. Maybe they didn’t give me all the information, 
They were trying to. 

Mr. Morean. Mr. Chairman, I think the facts were that the low 
bidder in this instance, which did not qualify as small business, bid 
a figure of $1,500—I don’t recall if this was per ton or if this was one 
way—it was a $1,500 figure. And the next low bidder, which was 
a small business bidder, and did qualify, bid $1,510. He received the 
award at $1,510, but was unable to meet the full requirement, he 
couldn’t carry it all. So a second award went to a higher bidder in 
the neighbor hood of $1,800. 

Mr. Rogack. $300 a ton doesn’t make any difference to you, I mea 
as far as making a decision ? 

Mr. Taytor. No: I wouldn’t say that at all. 

Mr. Ropack. Well, your testimony was that if you have to pay 4 
premium of any substantial amount, you wouldn’t pay it? In this 
case, you paid it. 

Mr. Taytor. I would have to research the numbers to see what we 
did do. 

Mr. Roracx. Well, assuming those figures were correct, for the 
sake of argument, you paid $300 a ton more. 

Mr. Tayvor. I would say that was an error. That would definitely 
be an error, assuming the figures were correct—— 

Mr. Ropack. You can research the figures, and report to us, please. 

Mr. Driscoty. Did you establish, Mr. Roback, that the procurement 
people knew of the $1,500 bid 2 

I think there was a statement by Mr. Morgan that the bid was 
not opened, since ~~ »y were ineligible to bid in that es itegory. 

Mr. Moraan. I didn’t say it wasn’t opened. I said it wasn’t con- 
sidered, since they didn’t qualify. 

Mr. Taytor. I saw no figure of that kind from them. I saw no 
figure at all. 


MILITARY AIR TRANSPORTATION 241 


Mr. Driscori. Could you identify the specific case, Mr. Morgan, so 


l] 7 } McAna TL + A Tas - 79 
1 Small that we might research it more readily ? 
Mr. Morean. I will furnish it to you, Mr. Driscoll. 

ds and Mr. Houirrevp. Gentlemen, we will excuse you now. Thank you 
very much for your testimony. a ou have been very responsive and 

tention cooperative, and the subcommittee appreciates it. 

en ized Mr. Tayor. Thank you, sir. | | 

anding (Whereupon, at 3:40 p.m., the subcommittee recessed, subject to the 
call of the Chair.) 
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Muuirary Arr Transport Service Fiscan Year ConrTrRAcTs FOR 
CoMMERCIAL AIRLIFT SERVICE 


MATS commercial airlift—Summary of abstract negotiated call contract awards 
for April, May, and June 1959 (awards made Mar. 23, 1959) 




































| | 
| Total MATS re- | Unit cost | Total dollar 
Item Contractor | quirement | Awarded per ton/ amount 
| passenger} 
SE. 2S Mil cc acanvnacone 441 tons....... es $880.00 | $388, 080.00 
4} Pan American.-............. | 683.65 tons 34.65 tons__.-. oe 605. 55 982. 31 
Overseas National ! cea aeration bai a een 815. 00 , 825. 00 
Seaboard & Western Re Se Sa ‘ a a 895. 00 630. 00 
3} Flying Tigers -----.--| 489.5 tons re 990. 00 | 
Overseas National ! — : ...| 27.5 tons a : 970.00 | 
4 | Fiying Tigers. ..............| 567 tons_............| All....... see ra 680.00 | 
ot. re ee ee ee 18S tons A eee 2) ies ot es a 
6 | Alaska Airlines !............| 5,544 passengers.....} All_-- Pete ee | 58. 00 21, 
NOE Ee | 2,436 passengers_....| 2,160 passengers. -.- 337. 92 29, 
Slick ! ee ees aoe ....-.--| 276 passengers....._- 279. 78 77, 
ae 1,350 passengers. ....} All............ i 346. 19 467, 356. 50 
Small business set-aside 
9 | Overseas National !__.._...- - 4). See eee ae, | $926. 00 229, 185. 00 
TT ES. cccondenhecanascm=! Gl CN dantncobuces tet oe 1, 050. 00 
11 | Overseas National !......_.. i) eee idee ead 900. 00 
12 | Overseas National !_...._... | 82.5 tons lensed 1 00 
13 | Overseas National ! ...--| 1,044 passengers 50 
SEE 4, ciimacbacwen icieubcaiadetad 816 passengers 78 
0 ae) See al 00 
15 | Overseas National !___...._- Uva ae CONS coerce 525 3 . 510.00 
Alaska Airlines ! seldiniceetd SES Cees 2 ; 26 
American International !_..}................. nae -| 56 tons , 862. 00 


Total 








1§mall Business. 
No award. 


Note.—Awarded to large business $2,980,896.01 or 52 percent; awarded to small business $2,747,976.87 or 48 
percent, 
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MATS commercial airlift—Summary of abstract negotiated call contract awards, 
April, May, and June (awarded Apr. 1, 1959) 
































| ———— 
Total MATS re- | Unit cost | Total dollar 
Item Contractor quirement Awarded perton/ | amount 
passengers| 
1 | Flying Tigers_..............] 500 passengers, 495 passengers._..--- $275. 00 $136, 125.00 
April. 
2 cies ainitniaaig ocean | 100 passengers, May-.| 99 passengers--_- 135. 00 ™ 
ec mes cia ..----| 1,170 passengers, 693 passengers.......| 135. 00 5 00 
| June. 

se eS ds teat Ss ocaddkeditta names ceoGn 99 passengers__----- 361. 35 35, 773. 65 
Overseas N¢ tion: il anisteeeaigeana te temiailens Sauce 261 passengers. 176. 00 | 15, 936. 00 
Pan American___......---- | Cena , ..-| 81 passengers -_- 247.70 | 20. 063. 70 
3 | Hawaiian aaiaes | 400 passengers, M sy.| 86 passengers _. 254. 00 30, 444. 00 
Flying Tigers............-- chee | 297 passengers. 354. 54 | 5, 208, 38 
Hawaiian Airlines_----- } 630 ps ssengers, June_| 602 passengers __- 354. 00 00 
teu. &y |, Ser | 300 passengers, May-_| 297 passengers --- 190, 00 00 
Trans Ocean saris italia 400 passengers, June |} 130 passengers_- 325. 00 00 
Pave BI. nccemeccccenfue | 297 passengers... 399. 00 503. 00 
6 | Alaska Airlines_-.....-- . 500 Dp assengers, May-.| 528 passengers-- - 55. 00 2 00 
Samael do-.-- ..-| 500 passengers, June_| 528 passengers-- 55. 00 29, 040. 00 
6 | Overseas N¢ ational.....----- 340 passengers, 252 passengers _- 181. 50 15, 738. 00 

April. | 
ot | baie | 99 passengers_- 199. 50 19, 750. 50 
scaai do. en nenaad 340 passengers, May_| 198 passengers--.--- 199. 50 39, 501.00 
Coastal Cargo_- ‘eat statis’ | ere 142 passengers__---- 203. 24 | 28, 860. 08 
Overseas Nation: Wess .| 340 | Dp: ssengers, June_| 84 passengers.__. 181. 50 15, 246. 00 
Trans Ocean_...-. ‘ -|- ok sai 99 passengers___----- 199. 50 | 19, 750. 50 
Coastal Cargo-.---- wien ccaeonlpia de eieihasaeé each 142 passengers--- 203. 24 | 28, 860. 08 

Small business set-aside 
aneeemedeees 
> © Os, OFGIBOEE .. nnn ccccccens | nd oaciecnenive | 135 tons ..--.|$2, 150. 00 $290, 250. 00 
8 RR DEP GON. paccncuceees | 135 tons --------| 2,300. 00 310, 500. 00 
9 Amerio an International--._.- 50 tons, April.....--| 27 toms__...-.--.--- 1, 398. 00 | 37, 746. 00 
U.S. Overseas - - .- ee EEE 1, 708. 45 | 31, 606. 33 
hana International__.-- "BO ‘tons, May a | OF Ec scomeenewn | 1,398.00 | 37, 746. 00 
Capito] Airways-.-..--- a atad wlasinn ) tons. ......<..--.«| 1,013.0 2, 260. 00 
American Internation: ~ (alee 50 tons, June____- IS.5 tote... 22-5. } 1,398. 00 18, 873. 00 
ee CPOs... cncuhinnndaminnicmeatiaenese oT OF SO, cnc cctcawoud 1, 708. 45 | 63, 212. 65 
10 | Los Angeles Air Service, | 912 passengers------- | 810 passenge rS_.---- 265. 00 214, 650. 00 
Inc, | 

ER i saccénicnamecvantoneneuxeouabhts>sqenee dspam ehtinh wha noniomaimed MEE | 2,203, 481. 87 











Nore.—Small business, $1,503,116.14 or 68.2 percent; large business $709,36 


5. 


3 or 31.8 percent. 
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ards, Contracts awarded July 1, 1958 to June 30, 1959 (fiscal year 1959), fixed, call, and 
common carriage—Compiled Apr. 3, 1959 




















ni ae a 7 a 
lollar Carrier Cargo tons | Passenger} Common | Call Fixed Total 
unt total | carriage | } 
= et 
SMALL BUSINESS } { } 
125. 00 } $2. 673. 0 
NN. Ne oncclon : ‘ 31 $2, 673. 00 fasta iat aeaiias idan ‘ 
365. 00 Alesks Air | 96. 25 aR amore $180, 782. 53 48 one om 
555. 00 Ds ee Be ed Beh ED oc atitetessrapie SD eee $594, 441. 05 
ican Inter- | | 
773. 65 Ame ia) si | me 45. 5 Meare t3. el 198, 637. 00 
936. 00 California Hawaiian_-__| 340  eeeeyet acsinbiade ess Be OO Enciascemanns oat 586, 209. 01 
063. 70 Capitol Airways-------| 440 : ppc 473, 260. 00 | sah atataiaeeuaaciel 
444. 00 Jeccwaepacssen| I Bee oe 207, 641. 04 : ae 
298. 38 a = 31, 500 tz is $2, 897, 042. 25 3, 577, 943. 29 
108. 00 Beal At......-.-... fr MUNN fac cces ete emdsasee 366, 605. 74 -..-| 366, 605. 74 
30. 00 Coastal Cargo eet kneel 710 ea ra 72, 772. 16 : : 
250. 00 ee Ga Eictccenses Sinead 683, 276. 40 756, 048. 56 
503.00 General Airways 219.25 j.... : aad 320, 497.49 |_. oe ‘ 
040. 00 ‘ | 5, 280 }.....-. pines ; 475, 886. 40 | 796, 383. 89 
040. 00 Hawaiian Airlines |. VME bvaspombes 454, 120. 80 
, 738. 00 1. | See tccdans : eee 7 771, 120. 00 1, 225, 240. 80 
ngeles Air | 
750. 50 oe eee a |. : heal SO beste 214, 650. 00 mae sccm 
s 6, 288 A aie a 676, 211. 52 | 890, 861. 52 
Overseas National 1, 725.838 | ‘ ~ageet ana - : 
a 11, 231 ..| 1,496,371. 50 3, 277, 912. 98 
Slick Airways 90. 95 | 196, 069. 25 |. : 
ee . 5, 140 sin inninincondiels | 1,785, 833. 84 i ; 
° 6.00 t.. 4, 533, 200.64 | 6,515, 103. 73 
Ws Twentieth Century....| 625 = ---| 812,822.24 |... | "812, 822. 24 
Universal Airlines | 54 eae: : | 68, 983. 38 5 68, 983. 38 
—— U.S. Overseas sae 508 | 42, 669.00 | so Sis ives aati 
| 659.05 i 1, 402, 615. 34 | ‘a 
, 250. 00 3, 168 615, 497, 52 aa 
, 500. 00 r 3, 696 ; 706, 120. 80 2, 766, 902. 66 
746. 00 y ays 20 : : 642, 287. 52 642, 287. 52 
"606. 33 World Airway 4 4 $ & 
Subtotal. -- | 4,999. 3875 121,714 45, 342.00 | 12, 288, 183.36 | 10, 742,858.01 | 23, 076, 383. 37 
| = = 
LARGE BUSINESS | 
, 650. 00 CAT, Inc...-- se 20 9, 667. 50 a 
' , 300 24, 791. 00 34, 458. 50 
So ‘lying Tiger js 4,325. 5 . 3, 104, 149. 50 staid ia cleans 
, 481. 87 -sstiealilie 17, 813 3, 020, 523. 75 are 
4, 842. 25 4. 279, 655. 43 
al 26, 991 . 8, 922, 866.67 | 19,327, 195. 35 
Northwest Airlines. __- ae 19 1, 567. 50 : | 
: 2,071 | | 398, 427.92 |.. 399, 995. 42 
Pan American 150 ze 134, 933. 36 
| 34. 65 34 3, 295. 67 . yc cate dapnnilmaaenn 
| i pal 20, 982. 31 - 
7,817 So 1, 344, 768. 46 | i ‘ i 
36, 842 |_- 5, 426, 249.61 | 6,930, 229. 41 
Pacific Northern ; 29 OT NN Bovis sinned oe 2, 227. 50 
Seaboard & Western 310 eee 270, 914. 80 es ee 
1, 335. 575 : 2, 039, 273. 60 7 PACA eS 
7 5, 985 wee -| 1,289, 260. 20 |_- ae , 
2, 100 ; | | 2,047,500.00 | 5,646, 948. 60 
Trans Caribbean_ _-_. 29. 5504 g : 55, 618. 88 |__.- a so 
= da 3, 168 | _-.-.----| 312,744.96 | 368,363.84 
Transocean Air Lines ; . 333 | 63,757.17 55s Smetana 
385. 5 . 579, 302. 78 
16, 733 2, 670, 027. 27 
(1) @) (1) | 1, 965,930.12 | 5, 279,017.34 
Trans World Airlines . 6, 353 | $87, 026. 81 es 
3, 043 : ; 1, 673, 893. 44 7 
88, 492 z ; 7, 160, 948. 87 9, 721, 869. 12 
Subtotal 16, 586. 0254 212,980 | 476,696.00 | 15, 443,819.98 | 31,789,789. 10 | 47,710, 305.08 
Grant total. 21, 585.4129 | 334,694 | 522,638.00 | 27, 732,003.34 | 42, 532,647.11 | 70, 786, 688. 45 


SSS SSS 


1 Interisland (8 tons mixed traffic daily). 





MILITARY AIR TRANSPORTATION 


Tso oA Pe BY ee MNT ae go te ee 
| _| Fixed 7 


Common carriage 


| Overall 
| 


pomnnepiied 
Amount Per- | Amount Per- 
| sent | cent 


simi tiie adtiiteaal 


cent cent 


Amount Per- =| * Amount | Per. 
—F 


Large business $47, 710, 305.08 | 67.4 | $15, 443, 819.98 | 55.7 | $31, 789, 789. 10 75 | $476, 696.00 
25 


Small business. 23, 076, 383. 3. 37 32.6 12, 288, 183. 36 44.3 | 10,742, 858. 01 | 45, 342. 00 


| 
sonal 
Total_- a 70, 736, 688. 3. 45 27, 732, 003. 34 | 42, 532, 647. ll | 522, 038.00 | 
| | } 
rt 
Firm fived-price contracts awarded in fiscal year 1959—For period October 
1958—June 30, 1959? 
——- = 
Passen- | Unitcost | Cargo 


Contractor gers (lway) | (ton) Unit cost Subtotal Total 
| (1 way) 











| $1, 567, 457.77 |-..-.:. ae 
8 53 ~---| $550.08 | 1, 673,893. 44 | $3, 241, 651.2 
69, 926 | 9, Of = om . 5, 593, 
14,569 | 465.33 , 779, 391. 92 |. a 7 
{ epeenexees 3, 0° 504, 800. 00 | “7, 384, 191.92 
| Pan American | 35, 676 144. 335 3 a 5, 149, 295. 46 
} Trans Ocean.--- ¢ spe ineahs. s j aed 1, 464, 382, 92 
Capital ; 90. 70 F -.---| 2,448, 871.59 
| Coastal Cargo.. 2,712 | 111.45 | 
| Los Angeles Air Serv- | 
NG kta ciao ctl 5, 25 107. 50 | 976, 2 2 978, 463, 92 
Slick Airways... | 16,560 164. 04 : és . 2, 716, 502. 40 
Shans | 9,936 | 193.40 | eer aa 1, 921, 622. 40 
| Seaboard & Western..--|.....-..--|..-..--_.-| 2 975.00 |-...- 2, 047, 500. 00 
Flying Tiger tage , | 109. 96 sdcncmcal See 
782 | 2,031.00 , 588, 242.00 | 1, 800, 248. 08 
| 1,920.00 , 536, 000. 00 
| 114, 646. 86 2 650, 646. 86 


NRE so apawatectaaie i |. ve ad | io 36, 396, 567. 77 














1 As amended up to April 24, ! 
2 Mixed—daily. 

3 Estimated. 

4 Route change amendment. 


NOTE.—No expansion option exercise 3 expansion options were included but there was no need to 
exercise any of these, 


Civil Reserve Air Fleet participation in MATS, fiscal year 1959 contracts— 
oC ommercial airlift serv ice 


" oa 
Carrier Common | Call Fixed price Total 
carriage | 


| 
Alaskan Airlines--_-- $2, 673. 00 GOO, FOR: OO isacssxesaeokc $594, 441. 05 
American International. -_-....--- jen ceeeeel 198, 637. LR so 198, 637. 00 
California-Hawaiian , ice ebakaatenzoneca Bet TI: C8 Voscotasccpansonat 586, 209. 01 
Centra] Air-. oa Sedieivdndtcekets mak cee 366, 605. 74 |. : 366, 605. 74 
Flying Tiger -- : om acer 3, 124, 673. 25 | $13, 202, 522. 10 19, 327, 195. 35 
Hawaiian Airlines................----- as | 454, 120 771, 120. 00 | 1, 225, 240. 80 
Northwest Airlines......-..----- ae , 567. 50 | O06, S67. 08 Fonseweesus. 399, 995. 42 
Overseas National-- ; oe cae 3, 277, 912. ¢ ; 3, 277, 912. 98 
Pan American cateeuiliGaemeoniteaien 138, 229. 03 , 365, 750.77 | 5, 426, 249 6, 930, 229. 41 
Pacific Northern_-- jess ere : , 227. 50 |-- be = 2, 227. 50 
Seaboard & Western. -- jee oe 270, 914. 80 3, 328, 533.80 | 2, 047, 500 5, 646, 948. 60 
Slick Airways-- aoe ; ; , 981, 903. 09 , 533, 200. 6 6, 515, 108. 73 
Trans Carribean__._---- : 55, 618. 88 | 312, 744. 96 | 368, 363. 84 
Trans-Ocean- < : 3,757.17 | 3, 249, 330. 05 , 965, 930. 12 | 5, 279, 017. 34 
Trans World Sai : = aa clea ys Raia teens aaieanaeaae 887, 024. 81 8, 834, 842. 31 | 9, 721, 869. 12 
Twentieth Century- .- ee hada aagarroen | OI O22 OE tock i co ce 812, 822. 24 
Universal (SSW) pier inant a aes ; , 68, 983. 38 = 
U.S. Overseas ; | 2,669.00 | 2,018, 122. 86 706, 120 
World Airways. ...--.«.- ies ‘ 642, 287. 52 | 





Tetal...... ms §22, 038.00 | 26,408, 724.15 | 37, 800, 230. ! 


Total awards. a eee . én Sear Easssideelpuidan ict __------- $70, 786, 688. 45 
Awards to CRAF. a ab ‘ i z : mares a _ 64, 730, 992. 69 
Percentage of total to OR AF oe ; bi 
Tonnage: 

Total tonnage sd 

Awards to CRAF. 

Percentage of tonn: aze to ORAF-. 


x 








